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BUDGET SPEECH ~~ 


DELIVERED BY 


HON. DONALD M. y ENING: 
y 


MINISTER OF FINANCE 


IN THE 


HOUSE OF COMMONS, THURSDAY, APRIL 9, 1959 


THE BUDGET 


ANNUAL FINANCIAL STATEMENT OF THE 
MINISTER OF FINANCE 


Hon, Donald M. Fleming 
Finance) moved: 

That Mr. Speaker do now leave the chair for 
the house to go into committee of ways and means. 

He said: Mr. Speaker, ten months have 
passed since I presented my first budget to 
this twenty-fourth parliament of Canada. 
Tonight it is my privilege to present the 
Canadian budget for the year 1959. I am 
deeply conscious of the honour and responsi- 
bility which once again fall to my lot. 


(Minister of 


Mr. Speaker, the task of preparing the 
budget this year has indeed been a chal- 
lenge. The concurrent existence of higher than 
normal unemployment and a disturbing in- 
flationary potential have puzzled and con- 
fused economic observers not only in Canada 
but in many other countries. It has been 
necessary to analyse, weigh and assess the 
strength and drive of these opposing forces 
and to endeavour to prescribe courses of 
fiscal policy which will assist Canada to steer 
a wise course through them. 


In the past year, public attention has been 
focused to an unusual degree on economic 
and financial issues. In the house, in the 
press and in public discussion, questions of 
inflation and unemployment, fiscal and 
monetary policy, recovery and the public and 
private functions in promoting sustained 
growth have been keenly debated. This is all 
to the good, for the functioning of our system 
of Government depends upon an informed 
public opinion. 


1958 ECONOMIC CONDITIONS 


A year ago we were faced with the carry- 
over of the effects of a slowing down in 
economic activity. The two major factors 
in the recession which began early in 1957 
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were the decline in business capital invest- 
ment and the liquidation of inventories, which 
resulted in serious unemployment. There 
is still considerable unemployment, but look- 
ing back over the past year it is clear that 
we are now in ae period of economic 
recovery, a period in which the forces of 
economic growth and expansion have re- 
asserted themselves. In the fourth quarter 
of 1958 the volume of production rose by two 
per cent above the preceding quarter and 
was two per cent above the level of the year 
as a whole. Taking account of normal sea- 
sonal influences there was a marked im- 
provement in the trend of employment and 
earnings, in the volume of retail sales, in the 
level of corporate profits, and in the accumula- 
tion of inventories. 


The budget white paper, tabled yesterday. 
reviews the economic developments of 1958 
in some detail. I should like now to draw 
attention to some of the more significant 
aspects of these developments since they 
provide the background against which my 
budget proposals are presented. 

The most important forces stemming the 
decline in business activity during 1958 were 
to be found in the fiseal policy and position 
of the federal government—lower tax rates 
and revenues, higher expenditures and in- 
creased cash disbursements particularly in 
housing loans. The additional spending 
power provided in this way helped to arrest 
the decline and underpinned both consump- 
tion and investment to a substantial degree 
until the major retarding influences had 
spent themselves, The tax reductions an- 
nounced in December, 1957, helped to main- 
tain the purchasing power in the hands of 
the public. Personal taxes paid in the calendar 
year 1958 were $142 million lower than in 
1957, despite an increase of $1.4 billion in 


personal incomes. In addition, there were 
increases in social security payments, such 
as old age pensions, veterans’ benefits, and 
unemployment insurance payments, and these 
also had the effect of maintaining personal 
incomes and consumer expenditure. Almost 
one-third of the total increase in personal 
incomes consisted of increased federal pay- 
ments of this type, which rose in 1958 from 
$1.5 to $1.9 billion. There was also in- 
creased direct government expenditure on 
goods and services and this too injected new 
demand and tended to offset declines else- 
where in the economy. Increased federal 
transfers to the provinces were equal to ebout 
one-third of the total increase in provincial 
and municipal expenditures. The increase in 
provincial and municipal expenditures on 
goods and services in 1958 also provided sub- 
stantial support. 


Perhaps as important as changes in taxes 
and expenditures was government action to 
offset directly the decline in business capital 
investment by making funds available for 
housing. The result was that housing in- 
vestment attained an all-time high in 1958. 
Housing starts rose to 165,000 units compared 
with 122,000 units in 1957 and a previous 
record of 138,000 units in 1955. In terms of 
value, investment in residential construction 
rose by $353 million or 25 per cent. 


Federal fiscal policy played a major role 
in arresting the decline and in sustaining the 
economy until the balance of economic forces 
again turned in the direction of the recovery 
which is now well under way. The result 
was that cash requirements on budgetary 
account and for loans and advances were 
greatly in excess of cash receipts, and there 
was a very large cash deficit of $1,263 million 
in the 1958-59 fiscal year. 


Hon. members are aware that in our 
accounting system there is no _ separation 
between current and capital expenditure 
except as regards loans and advances. In 
other words, the budgetary deficit reflects 
not only normal current expenditures but 
expenditures on capital works as well. It 
should be pointed out therefore that the 
deficit on budgetary account referred to 
above was to a large extent the result of 
expenditures on development of resources 
and construction, which in private business 
would be charged to capital account. In the 
calendar year 1958 these federal capital 
works included in current budgetary expense 
amounted to about $400 million. In addi- 


tion, there were capital grants to the prov- 
inces, the most important of which was an 
expenditure of more than $50 million for 
the trans-Canada highway. Thus it will 
be seen on analysis that three-quarters, of 
the 1958-59 budgetary deficit is in fact due 
to expenditure of a capital nature, rather 
than expenditure on current account. 


The moderate but steady advance in con- 
sumer spending during the first nine months 
of 1958 was also a continuing source of 
strength. In the fourth quarter of the year 
the advance quickened and consumer 
expenditure rose by three per cent, the largest 
quarterly increase since 1952. This advance 
was an important facet of recovery and 
carried consumer expenditure to a level six - 
per cent above the same period in 1957. 
The fourth quarter increase was particularly 
noticeable in expenditure on durable con- 
sumer goods which rose by eight per cent. 


Consumer expenditure is much the largest 
and most stable element of demand in our 
economy. The steady rise in consumer 
spending during 1958 was supported by a 
growth in all the main components of per- 
sonal income. For 1958 as a whole total 
wage and salary payments were two per cent 
above the 1957 aggregate but the trend 
throughout the year is more _ significant. 
There had been some decline in labour 
income between the summer of 1957 and the 
spring of 1958. This trend was reversed in 
February, 1958 and by December last the 
level of labour income was five per cent above 
the low point reached eleven months earlier. 

The aggregate income of Canadian farmers 
improved substantially in 1958. Net farm 
income rose by 24 per cent. This was 
largely the result of higher returns from 
livestock and animal products. Farm cash 
income was only two per cent below the all- 
time high reached in 1952 and on a per 
capita basis for all those employed in agri- 
culture cash income was the highest ever 
recorded. Government action in aid of agri- 
culture and agricultural exports contributed 
directly to this improvement. 


Among the forces contributing to expan- 
sion in our economy is the rapid increase 
in our population. During 1958 our popula- 
tion increased by 381,000, and by mid-sum- 
mer of this year our population will pass 
the 173 million mark. 


All this indicates something of the strength 
imparted to the economy by the growth in 


incomes. As I mentioned earlier, this was 
reinforced by a reduction in tax rates and 
by a very considerable increase in social 
security payments so that personal income 
available for spending was markedly higher 
than in 1957. In fact, the increase in per- 
sonal income after taxes was seven per cent in 
1958 compared with an increase of five per 
cent in 1957. About two-thirds of this large 
increase in personal income after taxes was 
used for the purchase of additional consumer 
goods and services; and the remaining third, 
an unusually high proportion, was saved. A 
return to more normal levels of saving 
together with the anticipated expansion in 
personal incomes can be expected to impart 
still greater strength to consumer spending 
in the months ahead. 

Corporate profits are a sensitive indicator 
of business conditions. For the year 1958 
as a whole corporate profits were five per cent 
lower than in 1957. But here again the 
yearly aggregate is not indicative of what 
happened during the course of the year. The 
downward trend in corporate profits which 
persisted through 1957 and early 1958 came 
to an end in the summer of 1958. Cor- 
porate profits began to rise in the third 
quarter of 1958 and increased by a further 
eight per cent in the fourth quarter. This 
recovery in profits can be expected to impart 
strength to increased business capital invest- 
ment. 


A further factor of importance in the 
recovery now taking place is the changing 
role of inventories. Movements in inven- 
tories tend to be ofa short-run character, 
often intensifying demand in periods of 
expansion and inducing further declines in 
periods of lessening activity. In the 1955- 
56 investment boom the strongly inflationary 
conditions associated with a high level of 
capital investment contributed to a rapid 
rate of inventory accumulation. As the 
mood of optimism was replaced by one of 
caution, inventories were allowed to run 
down and to this extent current needs were 
met from existing stocks rather than new 
production. Between the first quarter of 1957 
and the first quarter of 1958 investment in 
inventories declined by $1.1 billion at annual 
rates—from accumulation at a rate of $500 
million to liquidation at a rate of $600 million. 
Throughout the latter half of 1957 and the 
first half of 1958 investment in inventories 
was declining and therefore exerting a de- 
pressing effect on production. By the third 
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quarter of 1958, however, this movement had 
run its course and inventory investment had 
resumed a positive role. 


I have referred to the fact that declining 
business capital investment was a major 
factor in the slow-down which emerged 
during 1957. This decline was particularly 
noticeable in the export-based resource in- 
dustries where expansion had been fed by 
world demand. As the world commodity mar- 
kets moved into a position of over-supply 
in late 1956 and early 1957, capital invest- 
ment in these industries slowed down and 
this trend spread to other areas of invest- 
ment as well. The. decline was particularly 
marked in investment in machinery and 
equipment which fell by almost 20 per cent 
between the first and the fourth quarters of 
1957. 


For 1958 as a whole business capital in- 
vestment, excluding housing, fell by $789 
million or 13 per cent from the 1957 level. 
While business capital investment was lower 
than in the peak year 1957, it was high by 
any other standard and remained an im- 
portant source of demand in the economy. 
Moreover, it should be observed that a con- 
siderable part of the impact of the decline in 
capital investment and inventories did not 
fall on Canadian producers but was reflected 
instead in a decline in imports which had 
been swollen by the demands of the previous 
boom. 


The decline in business capital investment 
was largely offset by expansion in social 


capital, including housing. In 1958 outlays 


of this kind increased by $513 million or 17 
per cent and offset almost two-thirds of the 
decline in business investment. Investment 
in housing and community facilities such as 
roads, schools and hospitals, amounted to 
more than two-fifths of our total capital 
spending. 

A large number of Canadian workers and 
important segments of the business com- 
munity find their prosperity directly related 
to the demand for our exports. Despite the 
recession in the United States market in 1958, 
our exports of merchandise were maintained 
at the record level of 1957. There were 
substantial gains in exports of a number of 
commodities, among them uranium, aircraft, 
beef cattle, wheat and farm implements. 
There were declines in other’ products, 
notably petroleum, iron ore, copper, nickel, 
primary and semi-finished steel, as well as 
pulp and newsprint. There was during 1958 


a pronounced economic recovery in our 
major external market, the United States. 
While our expectations of continuing im- 
provement in the economic situation at home 
do not depend on any large increase in ex- 
ports, the continuing strength of recovery 
in the United States cannot fail to affect 
the position of some of our most important 
exports and has already contributed to a 
return of confidence. 

While exports were maintained in 1958, 
merchandise imports fell by eight per cent and 
our deficit on commodity trade declined by 
more than $400 million,—from $579 million 
in 1957 to $174 million in 1958. These reduc- 
tions in purchases from abroad were asso- 
ciated with the lower level of business invest- 
ment in Canada and affected in particular our 
imports from the United States. The reduction 
in our deficit on merchandise trade was offset 
to some extent by a further rise in our deficit 
on non-merchandise account, and our over- 
all current account deficit declined by $288 
million,—from $1,400 million in 1957 to $1,112 
million in 1958. While the merchandise deficit 
was sharply reduced in the first three 
quarters of 1958, imports since then have 
been rising more rapidly than exports, a 
reflection of our progressing economic 
recovery. 

The exchange value of the Canadian dollar 
in terms of United States dollars increased 
during the course of 1958, although the in- 
crease was confined to the first half of the 
year. The premium of the Canadian dollar 
over the United States dollar was a little more 
than 33 cents in December, 1958, compared 
with about 14 cents at the beginning of the 
year. 

In our trade with the United States exports 
were well maintained while imports, partic- 
ularly of capital goods and equipment, fell 
off quite sharply. On the other hand, our 
imports from the United Kingdom showed 
some increase. I am glad to say our trade 
and payments position with both the United 
Kingdom and the United States moved into 
better balance. With respect to the United 
Kingdom the gap in our current account has 
narrowed for the third consecutive year, with 
increases in both our imports and exports. 
The United Kingdom current account deficit 
with Canada in 1958 was $130 million,—the 
lowest in any year in the post-war period 
except 1950. 

The achievement of better balance in our 
trading relationships was one of the objec- 


tives which prompted the government to 
call for a commonwealth trade and economic 
conference. All the other members of the 
commonwealth, accepting our invitation, met 
with us in Montreal last September. It 
proved to be one of the most significant 
meetings in the history of the commonwealth, 
and owed much to the initiative of our Prime 
Minister (Mr. Diefenbaker). I have no hesita- 
tion in saying that, in the field of trade and 
economic development, the decisions reached 
at the conference will result in great benefits 
not only to the commonwealth but to the 
whole of the free world. The results of the 
conference fully justified its opening theme— 
“An expanding commonwealth in an expand- 
ing world.” : 

Two subsequent decisions of great im- 
portance were foreshadowed at our con- 
ference. First, there was the approval at 
New Delhi in October of the proposal to 
enlarge the resources of the International 
Bank and the International Monetary Fund. 
In their different spheres these two institu- 
tions promote world prosperity and world 
stability. I shall very soon be inviting the 
house to approve legislation enlarging Can- 
ada’s subscriptions to the resources of both 
these institutions. Without going into details 
at this time I should, however, remind hon. 
members that these increases in our sub- 
scriptions do not involve new cash require- 
ments. 

Second, there was the decision of the gov- 
ernment of the United Kingdom in Decem- 
ber to make sterling convertible—a decision 
which, I am happy to say, was taken con- 
currently by a number of leading European 
governments. We may be confident that, over 
the months and years ahead, convertibility 
will be a potent force reducing discriminatory 
trade barriers against our products and en- 
larging opportunities for our exporters. 


One must admit, however, that trading ar- 
rangements and commercial policies on the 
other side of the Atlantic are in a state of 
some uncertainty. The European economic 
community—the European customs union as 
it was originally called—has come into being, 
and as an evidence of western European 
solidarity it is indeed welcome. Also to be 
welcomed is the fact that many of the first 
tariff reductions of the community, which 
came into effect last January, were made 
available to all members of GATT and were 
not confined to the members of the com- 
munity. On the other hand, there seem to be 
strong pressures within the community to 


increase discrimination against the outside 
world in the field of trade quotas. This, 
together with the possibility of higher Euro- 
pean tariffs at a later date, is seriously dis- 
turbing to other members of the North At- 
lantic community and could exercise a 
divisive influence within the alliance. In seek- 
ing wider trade opportunities wherever we 
can we shall continue to employ all available 
facilities including those of GATT, the one 
organization which brings together the im- 
portant trading countries and the chief trad- 
ing groups. 

Despite these difficulties and uncertainties 
in the commercial policies of the common 
market countries, world trade and payments 
have been moving into better balance. The 
fear of “dollar shortage”, which hung over 
these countries in the post-war years, now 
seems to be dissipated. The United Kingdom 
and western European countries have added 
over $3 billion to their gold and dollar re- 
serves last year and this trend is expected to 
continue. For this reason alone we are en- 
titled to expect that trading opportunities in 
that direction should continue to improve. 

Much of the increase in European reserves 
came from the United States where gold re- 
serves have fallen by $2.3 billion during the 
past year. This implies that, broadly speaking, 
the United States is continuing to act as a 
“sood creditor’. By gifts and loans, bilaterally 
and through international institutions, it is 
providing other countries with more than 
enough dollars to pay for the excess of its 
exports over its imports. But it is to be hoped 
that the people and the government of the 
United States will become less timid regard- 
ing imports, particularly imports from a 
country like Canada, which buys from them 
far more than it sells, and is linked with them 
by bonds of common continental defence. In 
particular the actions of the United States in 
imposing during the past year new import 
restrictions on lead and zinc and mandatory 
controls on petroleum have aroused strong 
resentment in this country. We shall continue 
to press for the removal of these and other 
unjustifiable impediments to our export trade. 


No review of the economic situation would 
be complete without some comment on price 
movements. In the fourth quarter of 1958 
consumer prices were 2.4 per cent higher than 
a year earlier. The wholesale price index 
rose 1.3 per cent in the same period. This 
tendency toward rising prices, particularly 
in a period of recession, is a matter for 
concern. Advancing technology might have 
been expected to reduce the cost and selling 
price of many products to consumers. It is 


evident, however, that developments in cor- 
poration pricing policies, in labour organiza- 
tion and even in our political democracy are 
producing increased rigidities which inhibit 
the free play of competitive forces and 
thereby promote inflation and price increases. 


I feel constrained at this point to renew the 
warning I gave in my previous budget re- 
garding the danger to our longer term eco- 
nomic prospects of a persistent trend toward 
higher costs of production. World markets 
are becoming increasingly competitive, and 
unless we can keep our costs of production 
in line with those in other important trading 
countries we shall find it increasingly difficult 
to sell our goods abroad and meet the com- 
petition of imports at home. Indeed this is 
happening now. 

Rising costs and continuing price increases 
spell inflation. They weaken our competitive 
position at home and abroad and thereby 
reduce the possibilities of useful and pro- 
ductive employment. They divert effort from 
productive pursuits to the wasteful processes 
of speculation, from which in turn flow 
economic maladjustment and decline. More 
than this they impose severe burdens on those 
with fixed incomes and those normally least 
able to protect themselves. They lead to an 
unequal sharing of the fruits of progress and 
frustrate the just expectations of toil. I believe 
that the long-run growth in production and 
the fairness with which it is distributed are 
not unrelated and that both depend upon 
reasonably stable prices. 

There has been much discussion about in- 
flation during the past year, both here and 
in the United States. Some of it, in my view, 
has been of an exaggerated and over- 
dramatized nature. I have always welcomed 
public discussion of this question. Only good 
can come from a better public understanding 
of the varied causes of inflation, of its dif- 
ferent aspects, of its risks, of the dangers 
and injustices it breeds, and of the serious 
economic distortions it produces. I reject 
the doctrine of either the desirability or the 
inevitability of creeping inflation. As the 
London Economist put it: 

The proposition that inflation is inevitable is 
not an acknowledgment of economic determinism, 
but a political judgment that the will to control 
it has disappeared. 

To argue that inflation is inevitable is a 
reflection upon, indeed an insult to the in- 
telligence and the moral fibre of free peoples. 

I do not see any present evidence of overt 
inflation in the coming year; in fact the con- 
sumer price index has declined for the past 
four consecutive months. We must, how- 
ever, continue on guard against potential in- 
flationary pressures. I believe that it is well 


within the power of Canadians to achieve 
reasonable price stability without sacrificing 
either immediate recovery or balanced 
growth. 

I have tried to draw together the main 
strands in the economic developments of 1958. 
I have pointed to the evidence of recovery at 
home and abroad. Throughout 1958 there 
was serious unemployment despite very sub- 
stantial positive action by the government. 
The improvements in economic conditions 
to which I have referred had not been in 
effect long enough to bring about a sub- 
stantial improvement in employment before 
the end of 1958. It has been an unusually 
severe winter in most parts of Canada, and 
this has contributed to some delay in the re- 
covery of employment. The most recent 
statistics available show a reduction in the 
numbers of unemployed persons as compared 
with a year ago and a rise of 152,000 in the 
number of persons working. These are very 
encouraging figures, and I am confident that 
we can now look forward to a rapid growth 
in employment opportunities as the season 
advances. 

It remains to assess the strength of this 
recovery and to estimate the levels to which 
it will carry incomes in the coming year. 
I estimate that a mere continuation of the 
level of gross national product reached in 
the first quarter of this year would of itself 
produce a 1959 gross national product about 
four per cent above 1958. But recovery is still 
in process, and we can therefore confidently 
expect the gain in 1959 production to go 
well beyond this figure. Assuming normal 
crops, stable prices and no untoward ex- 
ternal events I shall be basing my budgetary 
policy and my revenue forecasts on a gross 
national product of about $344 billion which 
is about seven per cent above the average 
level achieved in 1958. 


GOVERNMENT ACCOUNTS 1958-59 


I should like now to review briefly the gov- 
ernment’s accounts for the fiscal year that 
ended on March 31. Hon. members will find 
these set forth in some detail in the white 
paper tabled yesterday. It will be two or 
three months before our books of account for 
the fiscal year can be closed and audited, 
and the figures in the white paper and those 
I use tonight are approximate and subject 
to revision. 

In my budget speech last June I budgeted 
for revenues of $4,652 million, expenditures 


of $5,300 million and a deficit of $648 million. — 


In August, as a result of further sales tax 
exemptions provided in the amendments to 
the Excise Tax Act, I estimated the deficit 
at $650 million, and shortly before the house 
adjourned in September, following approval 
by parliament of the special wheat acreage 
payments and certain other expenditures, I 
revised my forecast of expenditure to $5,350 
million and of the deficit to $700 million. It 
now appears that our revenues were $4,770 
million, our expenditures including the deficit 
in the old age security fund were $5,387 mil- 
lion and the total budgetary deficit was $617 
million. 


The increase of $120 million in revenues 
is 24 per cent over the budget forecast and 
reflects the fact that economic conditions 
during the year were somewhat better than 
those on which my budget estimate was 
based. Approximately $52 million of this 
increase was in tax revenues and $68 million 
in non-tax revenues, the latter reflecting 
mainly higher interest earnings and increased 
Bank of Canada profits. Expenditures at 
$5,387 million were $37 million, or two-thirds 
of one per cent higher than my revised 
budget forecast. 

In addition to the expenditures for govern- 
ment services that are charged to the budg- 
etary accounts we have made many very 
substantial loans and advances and disbursed 
large sums for a variety of other authorized 
and essential purposes. During the fiscal 
year these outlays amounted to $1,760 mil- 
lion and included loans and advances of $336 
million to Central Mortgage and Housing Cor- 
poration, $207 million to the Canadian Na- 
tional Railways, $99 million to the St. Law- 
rence Seaway Authority and $42 million to 
the Northern Ontario Pipe Line Crown 
Corporation, as well as $212 million rep- 
resenting disbursements from the national 
defence equipment account. To meet these 
outlays substantial sums amounting in all 
to $1,114 million were available from the re- 
payment of loans, net annuity insurance and 
pension receipts and from other non-bud- 
getary sources. 

The budgetary deficit of $617 million and 
the net non-budgetary requirements of $646 
million have been financed by an increase of 
$1,429 million in the government’s outstand- 
ing unmatured debt, resulting in an increase 
of $166 million in our cash balances. 

During the fiscal year, in addition to the 
refunding of treasury bills which matured 
weekly, outstanding securities amounting to 
the very large sum of $7,973 million were 


redeemed or converted. New bonds in the 
amount of $9,286 million were issued in ex- 
change or for cash. After taking into account 
the net reduction of $116 million in bonds 
held in our securities investment and sinking 
fund accounts the unmatured debt held out- 
side these government accounts increased by 
$1,429 million during the fiscal year. 


The average interest rate on the govern- 
ment’s unmatured debt at March 31, 1959 was 
3.60 per cent compared with 3.05 per cent at 
the end of the previous fiscal year. This in- 
crease was mainly due to the substantial 
lengthening in the average term of the debt 
achieved during the year. 


DOMINION-PROVINCIAL RELATIONS 


The subject of dominion-provincial rela- 
tions has already been debated on two occa- 
sions in the present session. Accordingly I do 
not propose to enter on that subject this eve- 
ning. However, the house might find it inter- 
esting to have on record the financial 
contributions the federal government is 
already making available to the provincial 
governments and to provincial institutions. 

Under the Federal-Provincial Tax-Sharing 
Arrangements Act we are making uncondi- 
tional payments to the provincial governments 


or unconditional tax abatements amounting 
to $684 million in the current year, of which 
$167 million is in the form of fiscal aid 
through equalization and stabilization pay- 
ments. Other direct unconditional payments 
from statutory subsidies and the share of the 
power corporation income tax total $30 mil- 
lion. As additional grants to the Atlantic 
provinces we are paying $24 million a year 
to the government of Prince Edward Island 
and $74 million a year each to the govern- 
ments of Nova Scotia, New Brunswick and 
Newfoundland. 

In addition to these very large sums we are 
paying or stand committed to make avail- 
able to the provincial governments or to pro- 
vincial institutions very large amounts of 
money in the form of conditional, matching or 
specific grants-in-aid. These cover such proj- 
ects as hospital insurance, health and hospital 
grants, old age and disability assistance, un- 
employment assistance, trans-Canada high- 
way and roads to resources programs, 
grants in aid of vocational training, university 
grants, grants to municipalities in lieu of 
taxes and in aid of winter work programs, 
and many others. The actual disbursements 
under these arrangements are expected to 
add up to more than $460 million in 1959-60. 


TABLE 1 


FEDERAL CONTRIBUTIONS TO THE PROVINCES 
(in millions of dollars) 


A. Unconditional Grants— 
1. Statutory Subsidipaigse tesa. teehee 
2. Tax Rental and Abatements. ....04 . <<cdnee scans 
8. Hqualization?. oo .rnc de noe wee ae he hae Hho 
4, Stabilination?<: S072 Bess seni ae Cees 
5. 50% share of Income Tax on Power Utilities. ... 
6. Atlantic Provinces Adjustment Grants......... 
7. Term 20: Award (Nid?)0-.-.. ce eee ce 


Sub-totalic: cots aah cists Gien ae <aks 

B. Conditional Payments— 

Y.. AQTIQUUGHIG aca cae ce mnie ehcp edo aga tetasie a5 tate 

9. Health) is. J ae 

3. Hospital Insurance.............. 

h, Weeltexess 5 coo hee oe es a cars 

5. Vocational Training : 

6. Highways and Transportation.................. 
i. Meeouree DSVAIOOTIAON . co cs o5 aps «sete dees ag 
8. Subsidized Rentals and Slum Clearance........ 
9. - Obbeot so acccewinee eed. 2 tei ba ees ce eee 


Loree neat: ein apache ye eee tdi 

C. Payments for the benefit of provincial institutions— 
1... Dinivernsting (Sraite: oe visu 5 cmkinnn sh steett ea vis 

2. Grants to Municipalities in lieu of Taxes on federal 
government prope;rty...... eee eeccecevcscccees 


68260-9—2 


1956-57 1957-58 1958-59 1959-60 
(preliminary) (estimated) 
PANT | 22.0 21.6 21.4 
493.6 514.3 17.0 
§23.3 136.0 147.5 163.4 
3.4 5d Sys 
6.6 ind 8.7 9.0 
_ — 25.0 25.0 
— — 13.6 (ie 
552.6 662.3 736.4 746.4 
0.8 0.9 i) 1.6 
36.4 34.7 46.5 63.0 
_- ~— 57.8 160.0 
38.4 54.3 72.8 (doe 
4.1 4.5 8.5 10.0 
26.9 55.9 65.3 70.3 
2.8 4.8 16.8 23.8 
Or 1.0 2.2 4.0 
1,2 1.0 9.2 8.5 
11077 167 <1 280.7 417.4 
16.0 16.5 25.5 26.2 
9.7 17.8 22.3 22.5 
25.7 34.3 47.8 48.7 
$689.0 $853.7 $1, 064.9 


$1, 212.5 


10 


It will be seen from this table that the 
total cost to our treasury in 1956-57 was $689 
million; in the year just ended it was $1,065 
million; and in the year we are now entering 
it is estimated that it will be $1,212 million. 
Thus in this new fiscal year our payments 
to or for the benefit of the provinces will be 
almost double those of three years ago. 


Finally, hon. members should note that 
through the federal schemes of unemploy- 
ment insurance, old age pensions and family 
allowance payments we disbursed in 1958-59 
a total of $1,510 million. These disbursements 
not only had important income sustaining 
effects on the entire Canadian economy, but 
also had a major impact on provincial and 
municipal finances in relieving them of a 
great part of the burden of relief payments 
which in earlier decades would have fallen 
very heavily upon them. 


DEBT MANAGEMENT 


I reported to the house in my budget speech 
last June 17 that the matter of debt manage- 
ment, including the financing of about $1,400 
million of new cash requirements, would be 
one of the major financial problems of the 
year. J said at that time that debt manage- 
ment cannot follow any rigid formula, but 
needs to be adapted to shifting economic con- 
ditions and market sentiment. I emphasized, 
however, the importance of taking advantage 
of every appropriate opportunity to sell longer 
term bonds in order to keep our debt maturi- 
ties spread out over a reasonable period of 
years. Since the end of the war the average 
term of our debt had been steadily shorten- 
ing. At the end of 1949 it was about 84 
years; by the end of 1954 it was just over 
7 years; and early in 1958 it was down to 
6 years. 

Our problem of debt management in mid- 
1958 had several aspects. One was a signifi- 
cant change in the attitude of the investing 
public toward government bonds, both in 
Canada and in the United States. After some 
signs of strength in the earlier months of 
1958 the New York bond market broke 
sharply in mid-June, and continued a pro- 
nounced downward trend to the end of the 
year. The Canadian market, with some varia- 
tions, followed this general trend. 

In both countries investors were showing 
little interest in increasing their holdings of 
longer term government bonds. These cir- 
cumstances led us, in planning our financing, 
to look to the relatively short term market; 
but here we encountered the problem of the 
shortness in the average term of our existing 
debt. The major factor in this situation was 
the impending maturities of nearly $64 billion 


of wartime victory bonds that had ultimate 
maturity dates between January 1, 1959, and 
September 1, 1966. But in so far as the market 
and the investor were concerned, this $6$ 
billion was not spread over eight years, be- 
cause the first four of the issues were callable 
in 1959 or earlier and the 1966 issue was 
callable at any time after September 1, 1961. 
From the investors’ point of view, therefore, 
this $64 billion had to be considered as being 
spread over, not eight years, but approxi- 
mately three years. 


It was to clear away this heavy over-hang 
of bonds of short term and uncertain term, 
and to provide a substantial lengthening out 
of the average term of our debt that the great 
conversion loan of last summer was under- 
taken. I shall not repeat the detailed merits 
of this the largest financial operation in Can- 
ada’s history. It achieved an unprecedented 
success. More than 90 per cent of the out- 
standing Victory Loan bonds were converted 
by their holders into longer maturities. It 
has proved to be a major anti-inflationary 
step; it removed a source of heavy pressure 
on the bond market; and by nearly doubling 
the average length of our debt it has made it 
possible to develop and carry forward a 
sound debt management policy. 


Monetary policy and debt management are 
closely related. During the first nine months 
of 1958 the Bank of Canada progressively 
increased the total money supply very sub- 
stantially. This increase in the money supply, 
which began in the third quarter of 1957, 
was in part a normal central banking opera- 
tion to counter the recession in business 
activity and to ensure that recovery was not 
impeded by any shortage in credit. It was 
also a necessary concomitant of the conversion 
loan operation which was the foundation for 
a sound debt management policy. 

Debt management and the problems of 
financing the undertakings of government are 
too often regarded as matters remote from 
the interest of the average citizen. The com- 
plexities of public finance and the intricacies 
of the bond market may seem to be removed 
from his experience. The fact is, however, 
that the national debt and the way it is 
managed touch the lives of all Canadians. 


The volume of government borowing, the 
rates, distribution and length of the national 
debt, affect the whole pattern of individual, 
corporate, municipal and provincial financing. 
Good debt management is essential to the 
maintenance of the purchasing power of the 
Canadian dollar and the achievement of 
sustained national development. It is at the 
very heart of national thrift and is vital to the 
realization of the economic goals of a free 
and competitive society. 


An important and healthy development of 
recent months has been the sharp reversal of 
a long continuing trend of dis-investment in 
Government of Canada bonds by the general 
public. This decline in the holdings of Can- 
ada bonds by the general public—that is, 
holdings outside the banking system and gov- 
ernment accounts—had been going on more or 
less steadily since the end of the war, but 
was considerably accelerated during the first 
part of 1958. Ten years ago the general 
public’s holdings were close to $10 billion; 
five years ago they were down to $9 billion; 
at the end of 1957 they were about $8.7 
billion; and they reached a low point of just 
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under $8 billion in September, 1958. In the 
past six months there has been a sharp turn 
around. Since last September the general 
public’s holdings of Canada bonds have in- 
creased week by week and are now $1,560 
million higher than on September 30. Today 
the general public’s investment in Dominion 
of Canada bonds is at a higher level than at 
any time in the past eight years. 

If I may have consent, Mr. Speaker, I 
should like to insert at this point three factual 
tables relating to the size, the distribution, 
the average term, and the total interest cost 
of our public debt over the past ten years. 


TABLE 2A 


Gross AND Net Dest 


Net Debt 
As per cent 
Funded Debt Total Debt Net Debt Per capita of G.N.P. 
($ billion) ($ billion) ($ billion) $ 
March 31 
T0G0S. Des <0 ek eee aa ee 15.2 16.8 11.6 847 fal 
IGGL oon Sear eee ee 15.0 16.9 11.4 814 63.3 
QOS; sos aan ae ae 14.7 L758 12 ti2 52.9 
1953s) cane ree ote toe ete 14.8 WEL, 11.2 Wha 46.7 
1984. 7 oS een ee 14.6 17.9 ja a 725 44.4 
1055. 3. oo eRe so eerie ene 14.5 18.0 13 720 45.4 
1066. <2 ooo eee as at eee nee 15.4 19.1 TBAB 702 41.7 
1067 o2 . [22 eee ee ee 14.4 18.3 11.0 663 36.4 
1958. coeee Re eee ee eee 14.2 18.4 11.0 647 35.0 
19602) c). cats. SRE A 15.6 20.2 11.7 676 36.3 
TABLE 2B 


IntTEREST Cost or Gross AND Net Dest 


Interest paid 


Year ending March 31 on total debt 

(millions) 
1080. A. So ae os Pe Bab cree ei $440 
TOS). . 5 Ted Seo oc eee es 425 
190626), . 25. PINTS covers ees 432 
1053 fcu.c5 3.0. CRS eee ee 451 
1054... <epasltch ener aeveite 476 
1055... ssid Skene See 478 
L056 wase ACE deb eeake eee e 493 
TORT... «:néciesbiniad hale eae 520 
1058. ..... = .i00encsehocebeeeeeeee 539 
TONG, occas un vad aco a5 ene 604 


68260-9—23 


Revenues from 


Net Interest Net Interest as 


Investments Cost p.c. of net debt 
(millions) (millions) 

$ 92 $348 3.00 

90 835 2.94 

118 314 2.80 

117 334 2.98 

152 324 2.92 

134 344 3.04 

149 844 3.04 

207 313 2.85 

169 370 3.36 

22D 379 3.24 
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TABLE 2C 


Maturity AND DISTRIBUTION OF FUNDED Dest 


Average Term Amount of Funded Debt Held 


of Debt* ($ millions) 

General P.C. held by 

December 31 Years Banks Govt. Accts. Public Gen. Public 
1 (07 Re I A ce er TAY AT, Oe remear ic, Bt See 8.3 5,178 796 9,845 62.2 
LOBOS rateereteittce eb otese 4 ue rarer mrevems oi 8.1 5,093 847 9,952 62.6 
DGB illic. starts anche sits ikea diane oie abate Thi 5, 052 1,009 9,273 60.5 
OD ce crete va iteet tet Sepa ic eeace earns 6.8 5,176 1,102 8,909 58.7 
OBS sete hoes toe, etic hoe tenes iene Sees 6.2 5, 184 1,314 9,139 58.4 
ROD 4eve Pasaree Perhe Janieee otlae oe aioe Ue 5, 633 1, 204 8, 629 55.8 
WO cava nyc + cereus cece ee ee ees 6.3 5, 540 1,491 8,969 56.1 
IQhG MERE Le ote ae ee rs erie eee 6.6 4,950 1,518 8,766 SY lei) 
OD Tear i het te arsine ee eee ete 6.0 5,104 1,367 8, 693 Die 
eo pa Peat ENA re Re ir MO Ms 10.3 6,190 1, 258 8, 968 54.6 
1959 50A prea) sare teres wise aoa 10.0 6, 104 944 9,512 57.4 


*Excluding Canada Savings Bonds and Perpetuals. 


These tables show that since 1949 our gross 
funded debt has increased by about five per 
cent, and our net debt is almost unchanged. 
Our net debt per capita was $847 ten years 
ago, $725 five years ago and is reduced to 
$676 now. Our net debt as a percentage of 
gross national product in the same years was 
71.2, 44.4 and now 36.3. 


While the gross interest on our public 
debt rose from $440 million in 1949-50 to 
$604 million in 1958-59, our interest and 
dividend returns from our public investments 
have risen in the same years from $92 mil- 
lion to $225 million. The net interest cost 
of the public debt was thus $348 million ten 
years ago and was $379 million in the year 
just ended. 


GOVERNMENT ACCOUNTS 1959-60 


I come now to the budgetary outlook for 
the current fiscal year. Early in February I 
tabled the main estimates for 1959-60 total- 
ling $5,596 million. In addition, I must as- 
sume that there will be some payments under 
the Agricultural Stabilization Act and that 
we will have to make provision for a reduced 
Canadian National Railways deficit for 1959. 
The deficit in the old age security fund 
will be about $185 million this fiscal year. 
There will also be some additional statutory 
expenditures as well as the usual supple- 
mentary and further supplementary estimates 
but offsetting these we can expect some 
lapsings in appropriations. 

The total amount of lapsings at the end 
of the year is likely to be much smaller than 
in past years, as a result of the arduous 
labours of the treasury board in revising and 
screening the departmental estimates for the 
current year. As I said on tabling the main 
estimates, we have done our utmost to 
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promote efficiency and economy in govern- 
ment administration, and notwithstanding our 
growth in population and the essential serv- 
ices that must accompany such growth, we 
have been able to hold both staff and ad- 
ministrative costs remarkably close to the 
levels of the previous year. 


After careful study and consideration, and 
taking into account our continuing efforts to 
achieve further economies in administration 
and greater efficiency in the public service, 
I have concluded that our budgetary expend- 
itures for the fiscal year ending March 31, 
1960, will be approximately $5,660 million, 
excluding the old age security fund deficit, 
or $5,845 million including that deficit. 


This is $458 million higher than our budget- 
ary expenditures last year. While this would 
appear to be a very substantial increase I 
should remind hon. members that $235 
million, or more than half of the total, is in 
our defence expenditure, and reflects, for 
the most part, the decision taken last year 
to liquidate the national defence equipment 
account in 1958-59. Actually, our total cash 
outlay this year for defence will be approxi- 
mately the same as last year, but because 
of this change in bookkeeping treatment, 
equipment purchases which in previous years 
were charged to the defence equipment ac- 
count will now be charged to budgetary ex- 
penditures. As I explained last year, this 
change was made in the interests of good 
accounting and for the maintenance of proper 
parliamentary control of expenditures. 

The other half of the increase is in non- 
defence expenditures. More than $100 million 
is due to the higher cost of our contributions 
under the Hospital Insurance and Diagnostic 
Services Act. Part is due to increased debt 
charges reflecting the increase in our out- 
standing debt and higher interest rates; part 


to the normal growth in our existing social 
security and welfare payments; and part to 
government policies designed to foster 
national development and to provide in- 
creased employment opportunities,—expendi- 
tures which will in this and future years in- 
crease the efficiency and productive capacity 
of our economy and thereby add to our future 
national wealth and income. 


Forecasting revenue is always difficult, 
much more difficult than estimating expendi- 
tures. On the basis I indicated earlier of 
a gross national product of $343 billion for 
1959 and taking into account all available in- 
formation, I should expect if there were no 
one in tax rates that our total revenues 

would be $5,165 million in 1959-60. This is 
$395 million, or about eight per cent, more 
than our revenues in the year just ended. 


If I may have unanimous consent, Mr. 
Speaker, I should like at this point to insert 
in Hansard a table showing my estimate of 
the revenues for the year just ended and 
what we may expect to receive in the com- 
ing year under our existing tax laws. 

Table 3 


Revenue forecast—Before tax changes 
(in millions of dollars) 


1958-59 1959-60 
Personal income tax .......... $1,371 $1,550 
Corporation income tax ...... 1,029 1,065 
Mionszesidenti tax 0.000 ace bes 60 15 
SERCO pe BAe sista: « SIS Bein sd Be ec lewe, 6 we ra 
RMI PONUGS needle « xb ard eae « 486 525 
"lar Eee iets SA a Se 694 755 
Other duties and taxes ...... 561 610 
£2 SUS St fe a eee $4,274 $4,655 
Won-tax revenue ..........+.08- 496 510 
PUMP VETITIC. 5 case 5 ice ys 05 $4,770 $5,165 


With projected revenues of $5,165 million 
and expenditures of $5,845 million I should 
expect a deficit of $680 million for the current 
year if there were no change in our present 
tax structure. 

Apart from and outside the budget we shall 
continue to require large amounts of cash and 
before I come to discuss the appropriate tax 
policy for our present and prospective cir- 
cumstances I should like to draw these re- 
quirements to the attention of the house. 

As hon. members know, every year 
the government lends or advances substantial 
‘sums for a wide variety of public purposes. 
These are not treated in our accounts as bud- 
getary expenditures, as in most cases they are 
interest-earning or revenue-producing and 
the principal amount is eventually repaid. 

On the other hand, each year we collect or 
receive large amounts of cash which are not 
treated as budgetary revenues. These consist 
mainly of moneys paid for the purchase of 
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government annuities, insurance or super- 
annuation benefits or from the repayment of 
loans made in previous years. 

During 1959-60 we shall probably be called 
upon to advance about $300 million to Cen- 
tral Mortgage and Housing Corporation for 
housing loans; about $200 million for the cap- 
ital investment and refunding programs of 
the Canadian National Railways and close to 
$150 million to the St. Lawrence Seaway 
Authority, the National Harbours Board, the 
Canadian Farm Loan Board ‘and other crown 
corporations and for other non-budgetary 
purposes. 

On the other hand, we shall have about 
$250 million available from the repayment of 
loans and from the excess of current contribu- 
tions over current benefit payments in our 


various annuity, pension and _ insurance 
accounts. 
Our net requirements for these non- 


budgetary accounts, excluding possible ex- 
change fund requirements which cannot be 
forecast, will be of the order of $400 million 
which we must borrow. This together with 
the prospective budget deficit would result in 
net cash requirements of between $1,050 and 
$1,100 million for the year. 


TAX POLICY 


As I have said, Mr. Speaker, on the basis of 
our present expenditure program and our 
present tax structure we shall be facing a def- 
icit of about $680 million in the fiscal year 
ending next March 31. This is about $63 mil- 
lion greater than the deficit recorded for the 
year just ended, notwithstanding the fact that 
I expect our present tax structure to yield 
nearly $400 million more revenue in 1959-60 
than in 1958-59. As I have already said, this 
is due to two principal factors. The first is 
that having liquidated the former defence 
equipment account during the past year, the 
defence expenditures to be charged against 
the current budget in 1959-60 will be $235 
million greater than last year, although the 
actual cash expenditures will be about the 
same. The second factor is that we shall now 
be meeting a full year’s cost of the hospital 
insurance program, and this will add more 
than $100 million to our expenditures. 

Government policies relating to taxation 
and expenditures should be kept flexible. In 
an earlier generation when government 
revenues and expenditures were only a very 
small fraction of the gross national product 
the broad economic effects of government 
finance were not of great significance. But 
in this modern age where the government 
expenditures constitute 18 to 20 per cent of 
the gross national product—and in many 
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countries the percentage is much higher than 
in Canada—the financial policies of the gov- 
ernment—the amount spent, how it is spent, 
how the revenues are raised, and the balance 
between revenue and expenditure—all exert 
a very direct influence on the health of the 
private sector of the economy. 


As economic conditions change, the gov- 
ernment’s budget policy needs to change also. 
It must be flexible; it should be adapted to 
the shifting economic climate. There are 
times when a substantial deficit is clearly 
the right policy; there are times when the 
budget should be in balance; there are times 
when some provision should be made for the 
orderly retirement of debt; and within these 
ranges there is always the question of degree. 
The problem of timing the adjustments in 
budgetary policy is not an easy one, and yet 
good timing is often of crucial importance. 


Government financial policy can never be 
as flexible as policy in private business. 
Changes in taxes have important, sometimes 
vital, effects on business operations. Govern- 
ment expenditures are in large measure 
analogous to the overhead expenses of private 
business; they cannot be greatly changed on 
short notice. Budgetary changes cannot be 
lightly undertaken or introduced without the 
most careful consideration. Moreover, it 
would be very upsetting and confusing to 
business if changes in taxation were made 
too frequently or at unusual times. 


The deficits we ran last year, both on 
budgetary account and on over-all cash ac- 
count, were very large; but looking back 
over the past year and considering all the 
circumstances I do not think that they were 
excessive. Undoubtedly they were a major 
factor in moderating the 1957-1958 recession, 
with respect to both its depth and its duration. 
I think nearly all informed observers have 
agreed that our policy last year was right in 
its direction and about right in its degree. 
We are now, however, well on the road to 
recovery, and we can look forward to a 
steady expansion of economic activity, em- 
ployment and incomes. 


I believe all hon. members recognize 
that we must look forward to a time when 
conditions of prosperity and employment will 
allow a balanced budget and when we can also 
make proper provision for an orderly retire- 
ment of debt. 


We have not yet, however, reached that 
stage. Recovery is gathering momentum, but 
it would be unwise at this juncture to change 
our course so abruptly as to hamper the forces 
of expansion. I believe, however, that there 
should be some narrowing of the budgetary 
gap. If, under the greatly improved prospects 
of today, we were to continue to run deficits 
on the same scale as last year, we would, 


in my judgment, run serious risk of building 
up an inflationary potential which could prove 
most difficult to keep under control a year or 
so hence. 


Appropriate steps in the direction of balanc- 
ing the budget are also desirable in order to 
reduce the heavy pressure of new federal 
borrowings on the bond market. I have already 
noted that our federal debt in relation to 
our growing population and in relation to our 
expanding gross national product is not exces- 
sive; indeed its relative burden is less than 
in almost every year since the end of the 
war. But the fact remains that the Canadian 
bond market has not been accustomed to 
absorbing as large a volume of new govern- 
ment of Canada bonds as we have had to offer 
during the past year. The impact of our 
borrowings, which over the year as a whole 
have been achieved largely in a non-infla- 
tionary manner, has exerted an upward pres- 
sure on interest rates. It is desirable, there- 
fore, under present circumstances to move in 
the direction of reduced federal borrowing, 
in order to reduce pressure on the interest 
rate structure and to leave more room for 
essential provincial and municipal financing. 


The two principal elements of a continuing 
nature in our increased expenditures in 1958 
and in 1959 are the increased old age pen- 
sions and the new program of hospital 
insurance. These are universal benefits avail- 
able, in so far as the federal government is 
concerned, in the same degree to all Cana- 
dians, from coast to coast, and without regard 
to individual means. It seems to me that, in 
principle, such universally available benefits 
should be met from a broadly based system of 
tax contributions. 

Our tax policy for 1959-60 will therefore be 
based on two principles: 

(a) To provide a broadly based source of 
revenues to meet the new and additional forms of 
universally available social welfare benefits, and 

(b) To reduce the budgetary gap in a degree 
that will not interfere with the desired rate of 
recovery, but will hold out the prospect of a 
balanced budget at the appropriate time. 

I have already referred to the important 
results achieved by the government in 
providing increased social security, including 
old age security and hospital insurance. These 
programs have been well received. They 
cost money and must be paid for. We have 
also, as I have previously indicated, spent 
large sums to meet the problem of unem- 
ployment. 


As far as I can judge, our Canadian public 
has been well informed about the underlying 
facts of the situation. Evidently most people 
have been expecting some tax increases this 
year. Many may be not unpleasantly sur- 
prised that the increases I shall be proposing 
are as moderate as they are. 


In formulating my proposals I have made 
every effort to spread the increased burden 
in a pattern which is fair and equitable and 
will not weigh too heavily on any one section 
of the community. Several different taxes 
and various tax rates will therefore be af- 
fected, each of them in moderate degree. The 
measures which I propose are designed to 
safeguard the credit of the country, the 
soundness of our currency, the development 
of our resources, and the security of our 
economic future. 


OLD AGE SECURITY 


The Old Age Security Act provides a pen- 
sion without a means test to every eligible 
person 70 years of age or over. The pension 
was $40 a month from 1952 until July 1, 1957, 
when it was increased to $46 a month. To 
meet our people’s needs it was increased sub- 
stantially to $55 a month by the present gov- 
ernment on November 1, 1957. 


Before the old age security legislation was 
first introduced the entire subject was care- 
fully studied by a joint committee of the 
Senate and the House of Commons. After 
considering various methods of financing, this 
committee recommended that the  con- 
tributory principle be applied, and that the 
required funds be raised annually on a pay- 
as-you-go basis. From the outset the con- 
tributions to the fund have been two per cent 
on personal incomes with a maximum con- 
tribution of $60, two per cent on corporate 
incomes, and a two per cent sales tax. This 
2-2-2 formula is now far from adequate to 
provide the funds required to pay the in- 
creased pension. In the past fiscal year the 
contributions fell short of the required total 
by $184 million. If we are to continue to 
maintain the contributory principle and an 
ear-marked fund it is necessary to increase 
the contributions to the fund. 

I propose that we continue to support the 
pension out of the same three sources of 
contributions in the same proportion as in 
the past. This system is well established and 
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fully accepted by the public. I am, therefore, 
proposing the following rates of contribution; 
three per cent on personal incomes with a 
maximum contribution of $90, to take effect 
on July 1, 1959; three per cent on corporate 
incomes, to take effect from January 1, 1959; 
and a three per cent sales tax, to take effect 
tomorrow. 

Under the 2-2-2 formula the two per cent 
levy on personal incomes reached its maximum 
of $60 at a level of taxable income of $3,000 
a year. The new three per cent levy on per- 
sonal incomes will reach its maximum of 
$90 at the same level of taxable income. 


For the convenience of hon. members 
may I insert in Hansard a table showing 
total contributions and total pension pay- 
ments under the Old Age Security Act since 
its inception. 


Table 4 
Old Age Security Fund 

Total 

Total pension 
Fiscal year contributions payments 

(millions of dollars) 

1951-52 (3 mos. only) $ 26.4 $> (76 
WO 8< 55. te nantes abrete hater 223.6 $23.1 
ni GRC st Seenete ery 293.1 338.9 
POSED G 0s ot Fa eigiele Sate 290.0 353.3 
IGSS<5OS Ghee oe 316.2 366.2 
1956-5 Teter: eich tee eetae 371.6 379.1 
Cs): eee ae 371.5 473.9 
EOD RA TO. Sie iis tiara Hott oe (est.) 376.0 (est.) 560.0 
Total 4) F....4 eos wee. $2,268.4 $2,870.6 


The rates of contribution that I am pro- 
posing will yield about $143 million in this 
fiscal year and about $196 million in a full 
year. This means that the fund will show a 
deficit of about $42 million at the end of the 
current year; but since we shall have pro- 
vided for the necessary revenues to bring 
the fund into balance over the next two or 
three years, I do not propose to treat the 
deficit in the old age security fund as a 
budgetary charge in the current year, but 
to carry it forward into 1960-61. 

May I insert here a table showing the effect 
of these changes on the Old Age Security 
Fund for 1959-60 and for a full year. 


Table 5 


Old Age Security Fund 
(in millions of dollars) 


eee essen esereesseseeeees 


Revenue from present rates 
Revenue added by new rates in 1959-60 
Total revenue in 1959-60 
Total revenue in a full year at new rates 
Total pensions payable in 1959-60 
Total pensions payable in 1960-61 


SS es 


peers s score cosesereoteonnenss 
eee eenee 
ee 


ee 


Income Tax 


Personal Corporate Sales Tax Total 
$150 $56 $187 $393 
41 20 82 143 

191 76 269 536 
225 84 280 589 
578 

597 


INCOME TAX 


I also propose some increases in the rates 
on personal and corporate incomes as part 
of the general program of reducing the deficit. 

Aside from the increased contributions for 
old age security I de not recommend any 
increases in taxes on personal incomes below 
the level of $3,000 of taxable income. 


I am proposing, however, to add two per- 
centage points of personal income tax to 
each rate in the rate schedule above $3,000 
per year, to take effect on July 1, 1959. The 
effect will be that taxpayers will pay an 
additional two per cent on all of their tax- 
able income in excess of $3,000. The increased 
old age security contributions, to which I 
have already referred, will involve these 
same taxpayers in an additional $30 on their 
first $3,000 of taxable income. It is expected 
that this increased rate on taxable incomes 
in excess of $3,000 will yield $25 million this 
year and $45 million in a full year. It will 
have no application to approximately 3,800,- 
000 of Canada’s 4,600,000 personal income 
tax payers. 

For 1959 the rates will reflect the fact that 
the increases are not to take effect until July 
1. Therefore the increase in income tax 
rates for this taxation year will be one per- 
centage point on taxable income in excess of 
$3,000 and the additional old age security 
contribution will not exceed $15. For ex- 
ample, a married taxpayer with two young 
children who has a total annual income of 
$5,600 will pay no additional income tax, 
but will pay an additional $2.50 a month for 
old age security commencing next July. 


It will be remembered that this government 
reduced income tax rates and increased ex- 
emptions in 1957. On the first $1,000 of 
taxable income we reduced the rate of tax 
by two percentage points. On the second $1,000 
of taxable income we reduced the rate of 
tax by one percentage point. At the same 
time we increased the exemption for each 
dependent child by $100. 
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Taxpayers in the lower and middle income 
brackets will find that their tax increases 
this year will cost them less than the relief 
granted to them by the reductions of 1957. 
The best way to illustrate the effect on the 
individual is to compare the taxes which 
will be payable in a full year after this 
year’s changes with the taxes payable in 1957 
prior to the reductions we introduced in that 
year. For purposes of comparison, let us 
consider the position of a typical married 
man who is the father of two children of 
family allowance age. 

At an income level of $3,000 a year, under 
the new rates, this man will pay a total of 
income tax and social security contribution 
of $56, an increase of $4 from the 1958 level. 
He will, however, be paying $34 less than ~ 
he paid before the reductions we introduced 
Te 1 95ir 

At an income level of $4,000 a year, under 
the new rates, he will pay a total of $208, an 
increase of $14 from the 1958 level but $44 
less than before the reductions we introduced 
in 1957. 

At an income level of $5,000 a year, he will 
pay a total of $390, an increase of $24 from 
the 1958 level but $44 less than before the 
reductions we introduced in 1957. 

At an income level of $7,500 a year, he will 
pay a total of $898, an increase of $68 
from the 1958 level but still $2 less than 
before the reductions we introduced in 1957. 

It is clear from these examples that even 
after the increases now being proposed the 
vast majority of taxpayers will be paying less 
in income tax and old age security contribu- 
tions than they paid prior to the reductions 
we introduced in 1957. 

At the same time they are receiving the 
protection of a social security system which 
has been greatly improved and extended. 

For the convenience of hon. members may 
I insert in Hansard at this point five tables 
indicating the effect of the proposed changes 
in personal income taxes, along with the 
increased contribution to old age security. 
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TABLE 6a 
Errect or Proposep Personat Income Tax CHANGES 


Single Taxpayer with No Dependants 
aeaE60OQQReBe603QqVq0303000 Sa 


Increase 
In 1958 In 1959 Ina Full Year In a Full Year 
Income OAS Con- Income OAS Con- Income OAS Con- Income OAS Con- 

Income Tax tribution Tax tribution Tax tribution Tax tribution 
$ $ $ $ $ $ $ $ $ 
1,300 22 4 22 5 22 6 —_— 2 
1,500 4t 8 44 10 44 12 _ 4 
2,000 99 18 99 23 99 27 _ 9 
2,500 166 28 166 35 166 42 _ 14 
3,000 236 38 236 48 236 57 _ 19 
3,500 318 48 318 60 318 Vo —_ 24 
4,000 403 58 403 73 403 87 _— 29 
5, 000 573 60 582 75 591 90 18 30 
7,500 1, 086 60 1,120 75 1,154 90 68 30 
10,000 Lay 2: 60 1,781 75 1,840 90 118 30 
15,000 3,412 60 3,521 ae 3,630 90 218 30 
20,000 5,507 60 5, 666 75 5,825 90 318 30 
30, 000 10,002 60 10, 261 vibe: 10,520 90 518 30 
50, 000 20,747 60 21,206 5) 21,665 90 918 30 
75,000 35, 692 60 36,401 75 37,110 90 1,418 30 
100, 000 51, 637 60 52,596 to. 8 53}o50 90 1,918 30 
200, 000 122, 332 60 124, 291 75 126, 250 90 3,918 30 


‘ 


Notes: 1. In calculating the above taxes it has been assumed that everyone takes the optional standard deduc- 
tion of $100 in lieu of claiming deductions for charitable donations, unusual medical expenses and 
union dues. 

2. In calculating the above taxes it has also been assumed that where incomes are in excess of $30,000 
that part of income which is in excess of $30,000 is subject to the 4 per cent investment surtax. 


TABLE 6b 
Errect oF Proposep Personal Incomr Tax CHANGES 


Married Taxpayer with No Dependants 


Increase 

In 1958 In 1959 - In a Full Year in a Full Year 

Income OAS Con- Income OAS Con- Income OAS Con- Income OAS Con- 

Income Tax tribution Tax tribution Tax tribution Tax tribution 
$ $ $ $ $ $ $ $ ; 
2,300 22 4 22 5 22 6 = 2 
3400 33 6 33 8 33 9 7 3 
2, 500 44 8 44 10 44 12 . 4 
3,000 99 18 99 23 99 27 oi 9 
3,500 166 28 166 35 166 42 a 14 
236 38 236 48 236 57 % 19 
5°00 403 58 403 73 403 87 es 29 
7,500 870 60 894 75 918 90 48 30 
10,000 1,446 60 1,495 75 1,544 90 98 30 
032 60 3,131 75 3, 230 90 198 30 
20, 000 4 O77 60 5,226 75 5,375 90 298 30 
30, 000 9, 522 60 9,771 75 10,020 90 498 30 
50, 000 20,217 60 20 666 75 21,115 90 898 30 
: 60 35, 811 75 36, 510 90 1,398 30 
100000 81,007 60 51, 956 75 52, 905 90 1,898 30 
200,000 121, 652 60 123; 601 75 125,550 90 3,898 30 


C—O 
Notes for Table 6a. 


Z 
3 
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TABLE 6c 
Errect oF PRoposeD PERSONAL INcomE Tax CHANGES 


Married Taxpayer with Two Children Eligible for Family Allowances 


‘ Increase 

In 1958 In 1959 In a Full Year in a Full Year 

Income OAS Con- Income OAS Con- Income OAS Con- Income OAS Con- 

Income Tax tribution Tax tribution Tax tribution Tax tribution 
$ $ $ $ $ $ $ $ $ 
2,800 22 4 22 I) 22 6 — 7 
2,900 33 6 33 8 30 9 —_ 3 
3,000 44 8 44 10 44 12 — 4 
3,500 99 18 99 23 99 oF — 9 
4,000 166 28 166 35 166 42 — 14 
5, 000 318 48 318 60 318 72 _— 24 
7,500 770 60 789 75 808 90 38 30 
10, 000 173826 60 1,370 75 1,414 90 88 30 
15,000 2,842 60 2,936 75 3,030 90 188 30 
20, 000 4,862 60 5,006 ne 5, 150 90 288 30 
30, 000 9, 282 60 9,526 75 9,770 90 488 30 
50, 000 19, 948 60 20, 392 75 20,836 90 888 30 
75,000 34,818 60 85,012 75 36, 206 90 1,388 30 
100, 000 50, 688 60 51, 632 75 52,006 90 1,888 30 
200, 000 121,308 60 123, 252 15 125,196 90 3,888 30 

Note: See Notes for Table 6a. 
TABLE 6d 
Errect or ProposepD PERSONAL INCOME Tax CHANGES 
Married Taxpayer with Four Children Eligible for Family Allowances 
Increase 
In 1958 In 1959 In a Full year ina Full Year 
Income OAS Con- Income OAS Con- Income OAS Con- Income OAS Con- 

Income Tax tribution Tax tribution Tax tribution Tax tribution 
$ $ $ $ $ $ $ $ $ 
3,300 oe, 4 22 5 22 6 _—- 2 
3,500 44 8 44 10 44 12 _ 4 
4,000 99 18 99 23 99 27 -= 8) 
5,000 236 38 236 48 236 57 = 19 
7,500 70 60 684 75 698 90 28 30 
10, 000 1, 206 60 1, 245 165) 1, 284 90 78 30 
15,000 2,657 60 2,746 1A 2,835 90 178 30 
20, 000 4,647 60 4,786 (his 4,925 90 278 30 
30, 000 9,042 60 9,281 (85) 9,520 90 478 30 
50, 000 19, 663 60 20, 102 7 20, 541 90 878 30 
75,000 34, 508 60 35, 197 75 35, 886 90 1,378 30 
100, 000 13) 9 bayer) 60 51, 292 75 52,231 90 1,878 30. 
200, 000 120, 948 60 122, 887 75 124, 826 90 3,878 30 


Nore:—See Notes for Table 6a. 
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TABLE 6e 
Errect oF Proposep Personat Income Tax CHANGES 


Married Taxpayer with Two Children Eligible for Family Allowances and Two Other Dependants 
BaeuN{Xq3Nleeqa#0e_T€_—0390@$€20— — S08090R 


Increase 
In 1958 In 1959 Ina Full Year ina Full Year 
Income OAS Con- Income OAS Con- Income OAS Con- Income OAS Con- 

Income Tax tribution Tax tribution ax tribution tax tribution 
$ $ $ $ $ $ $ $ $ 
3,800 22 4 22 5 py: 6 ~= 2 
3,900 33 6 33 8 33 9 == 3 
4,000 44 8 44 10 Ad 12 _ 4 
4,500 99 18 99 23 99 27 _ 9 
5, 000 166 28 166 85 166 42 _ 14 
6, 000 318 48 318 60 318 72 a 24 
7,500 573 60 582 75 591 90 18 30 
10,000 1,086 60 1,120 J5 1,154 90 68 30 
15, 000 2,492 60 2,576 75 2,660 90 168 30 
20, 000 4,432 60 4,566 75 4,700 90 268 30 
30, 000 8, 802 60 9,036 f(s} 9,270 90 468 30 
50,000 19,378 60 19,812 rhs 20, 246 90 848 30 
75,000 34, 198 60 34,882 75 35, 566 90 1,368 30 
100,000 50,018 60 50, 952 75 51,886 90 1,868 30 
200, 000 120, 588 60 122, 522 75 124, 456 90 3, 868 30 


Notre:—See Notes for Table 6a. 


I am also proposing to add 2 percentage 
points to the rate of tax on corporate income 
in excess of $25,000, to take effect from 
January 1, 1959. This increase will have no 
application to approximately 42,000 of Can- 
ada’s 50,000 corporate income taxpayers. It 
is estimated that this additional tax will 
increase revenues $56 million on a full year’s 
basis and $32 million this fiscal year. The 
applicable rate will now be 47 per cent. 
Together with the old age security contribu- 
tion, the levy on corporate profits up to $25,000 


will be 21 per cent, and on the excess over 
$25,000 will be 50 per cent. 

Although it is only fair and equitable that 
all corporations should pay the old age 
security contributions in full, my proposal 
that corporate incomes up to $25,000 should 
be exempt from the additional two per cent 
levy is in line with the government’s policy 
of giving special encouragement to the ex- 
pansion of smaller business firms. 

May I insert here, Mr. Speaker, a table 
showing the effect of this tax increase at 
various levels of corporate profits? 


TABLE 7 
Errect oF Proposep CorPoraATION INcoME Tax CHANGES 


no 
oo Oooo oole@@nneoqo®s®s>=$=S$S$$$$S$S$S$S$9m9aDO ao 0. os (a 


In 1958 In 1959 
Income of Income OAS Con- Income OAS Con- 
Corporation Tax tribution Total Tax tribution Total Increase 
a ee i SS he ps pee se ee EE eee 

$ $ $ 3 $ $ $ $ % 
5, 000 900 100 1,000 900 150 1,050 50 5.0 
10, 000 1,800 200 2,000 1,800 300 2,100 100 5.0 
15, 000 2,700 300 3, 000 2,700 450 a, Lou 150 5.0 
20, 000 3,600 400 4,000 3,600 600 4, 200 200 5.0 
25,000 4,500 500 5, 000 4,500 750 §, 250 250 5.0 
30,000 6, 750 600 7,350 6, 850 900 7,750 400 h.4 
H% 000 9. 000 700 9, 700 9, 200 1,050 10, 250 550 6.7 
40,000 11, 250 800 12,050 11, 650 1, 200 12,750 700 5.8 
50,000 15, 750 1,000 16,750 16, 250 1, 500 17,750 1,000 6.0 
75,000 97,000 1,500 28, 500 28,000 2, 250 30, 250 1,750 6.1 
100.000 38, 250 2, 000 40, 250 39,750 3,000 42,750 2,500 6.2 
200, 000 83, 250 4,000 87,250 86,75 6, 000 92,750 5,500 6.3 
300, 000 128, 250 6, 000 134, 250 133,750 9,000 142,750 8, 500 6.3 
500, 000 218, 250 10, 000 228, 240 297,750 15, 000 242,750 14, 500 6.4 
1,000, 000 443, 250 20), 000 463, 250 462,750 30, 000 492,750 29, 500 6.4 
2' 000,000 893, 250 40,000 933, 250 932, 750 60, 000 992, 750 59, 500 6.4 
5,000, 000 2,243,250 100,000 2,343,250 2,342,750 150,000 2,492,750 149, 500 6.4 


eee Eee emo. ———— 8 5 993) .2i(«— 
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In connection with personal income taxes, 
I have reviewed the whole subject of income 
tax deductions for medical expenses. It be- 
came necessary to do this because of the 
greatly increased federal contributions to 
health costs under the hospital plans financed 
jointly with the provinces. After studying 
various solutions to the problems at issue, I 
have come to the conclusion that a change 
should be made. 


My proposal is to exclude from medical 
expenses, aS now defined in the Income Tax 
Act, all such expenses from which the tax- 
payer is relieved to the extent that they are 
paid with the assistance of the federal govern- 
ment under the Hospital Insurance and 
Diagnostic Services Act. This amendment will 
take effect as from January 1, 1959, to coin- 
cide with the taxation year for individuals. 


The exemptions granted under the Income 
Tax Act for medical expenses are clearly 
intended to relieve the individual taxpayer who 
has a burden of unusual medical expenses. 
It would be quite anomalous to allow income 
tax deductions to individuals for hospital care 
received at government expense now that the 
federal government is financing a very sub- 
stantial proportion of hospital costs. The 
federal treasury should not be in the position 
of paying twice, once in terms of expenditure 
and again in terms of taxes foregone. 


A further reason for making this change 
arises out of the differences in form amongst 
the provincial schemes. Because of these dif- 
ferences it is becoming increasingly difficult 
to give equal income tax treatment to the 
residents of the various provinces which have 
instituted hospital insurance plans. Under 
some of these it appears that the taxpayer 
incurs expenses which he has, in effect, pre- 
paid by insurance premiums. Under others he 
does not incur expenses but merely receives 
free care paid for out of general taxation. 


Under this proposal a taxpayer will still be 
able to claim expenses which he himself has 
paid, including any co-insurance or deterrent 
charges paid under a provincial hospital in- 
surance plan, or which an insurance company 
or health insurance association has paid for 
him. Consequently, there will be no change 
in the present incentive for taxpayers to 
insure against the costs of health care. Im- 
plementation of this proposal will have no 
effect on a taxpayer in any province that is 
not receiving federal funds in support of a 
hospital insurance plan. 


This change in the definition of medical 
expenses will reduce the total of medical ex- 
penses deductible on income tax returns, and 
it is estimated that it will increase our tax 
revenues by $3 million this year, and $9 mil- 
lion in a full year. 


Before I leave the subject of medical ex- 
penses in relation to personal income tax, 
may I say that I have carefully reviewed 
a number of requests for additions to the 
list of items that may be included as medical 
expenses for income tax purposes. I am pro- 
posing to add a few more items to the list in- 
cluding iliostomy and colostomy pads, crutches, 
trusses, and rocking beds for polio patients. 


In addition to these tax changes I have just 
outlined, Mr. Speaker, the bill to amend the 
Income Tax Act will contain a number of 
amendments of a more technical nature. Some 
of these are designed to alleviate hardship, 
others to improve the efficiency of the tax 
system and keep it up to date. It is not ex- 
pected that these changes will have any 
significant effect on revenues. 


One of these amendments will provide for 
more generous tax treatment of payments 
made by an employer to the widow or depend- 
ent children of a deceased employee by pro- 
viding that such death benefits shall be free 
of tax up to an amount equal to 12 months’ 
salary of the employee or $10,000 whichever 
is the lesser. 


There has been an increasing use of group 
life insurance plans as a means whereby cor- 
porations provide substantial remuneration to 
some of their senior officers in a tax-free 
form. This is unfair to other taxpayers. Ac- 
cordingly an amendment will be proposed to 
subject to tax a portion of the benefit which 
an employee derives through the payment of 
group life insurance premiums on his behalf 
by his employer. It is not intended to disturb 
the present tax treatment of the many plans 
where the benefit provided by the employer 
does not exceed $25,000 of insurance for an 
individual employee. 


Another proposed amendment that will be 
of some general interest will provide for tax 
relief on lump sum withdrawals from em- 
ployee pension plans where the amount with- 
drawn is transferred to another pension plan 
or used aS a premium under a registered 
retirement savings plan. It is believed that 
this step will help an individual who is mov- 
ing from one job to another or from the 
status of employee to that of self-employed 
person to do so without seriously disturbing 
his provision for a retirement income. 


ESTATE TAX 


The Estate Tax Act has been in force since 
January 1, 1959, a period of about three 
months, and has received general public ap- 
proval. I am not proposing any amendments 
to this act this year. In my view, it would 
be wise to allow for another year of testing, 
study and experience. 
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SALES AND EXCISE TAXES 


In a budget of this kind, where it is neces- 
sary to find increased revenues, no one will 
be surprised that I am including some changes 
affecting cigars, cigarettes and spirits. Taking 
effect tomorrow, the excise duty on spirits 
will be increased by $1 per proof gallon, 
from $12 to $13 per proof gallon. This 
change is equivalent to about 12 cents on a 
25-ounce bottle of whisky. Also taking effect 
tomorrow, the excise tax on cigarettes will 
be increased by $1 per thousand. This 
latter is equivalent to two cents per package 
of 20 cigarettes. Also taking effect tomorrow, 
the excise duty on cigars which is now $1 
per thousand will be increased to $2 per 
thousand. 

These three tax increases will yield about 
$42 million in this fiscal year and $46 million 
in a full year, including the parallel increases 
in customs duties and the consequential in- 
creases in the sales tax. 


I am proposing some technical amendments 
which will affect the application of the Excise 
Tax Act to toilet goods and pharmaceuticals. 
These amendments will go some way toward 
implementing one of the recommendations 
contained in the report of the sales tax 
committee of 1956. 

Briefly, they will extend the definition of 
manufacturing to the packaging of toilet 
preparations and pharmaceuticals except 
where this is done in a retail store for sale 
directly to consumers and will also extend 
the definition of manufacturer to any person 
who markets private brand toilet preparations 
and pharmaceuticals except a retailer who 
sells directly and exclusively to consumers, 


This amendment will apply to both the 
sales tax and the special 10 per cent excise 
tax. 

After careful consideration, I am convinced 
that a serious degree of inequity exists at 
present in the application of the Excise Tax 
to toilet goods and pharmaceuticals. This is 
why I am proposing these amendments. In 
some instances, one domestic manufacturer 
is being treated unfairly in comparison with 
another, merely because of the way his busi- 
ness is organized. In other important in- 
stances products of domestic manufacture are 
being taxed more stringently than comparable 
imported products. The amendments I am 
bringing forwards are designed to rectify the 
situations. 

These present recommendations may be re- 
garded as portions of the continuing pro- 
gram of reviewing the operation of the 


Excise Tax Act and of implementing, where 
appropriate, certain parts of the report of the 
sales tax committee of 1956. 

I have received a number of requests for 
the exemption of particular products from 
sales or excise taxes. Because of the need 
for revenues I find myself unable to comply 
with any of these requests this year, apart 
from minor technical exceptions. 

The bill to amend the Excise Tax Act will 
also contain a number of amendments pro- 
viding technical and administrative changes. 
None of these latter amendments is expected 
to have any significant effect on revenue. 


CUSTOMS TARIFF 


I now turn to the Customs Tariff. I have a 
substantial number of changes to propose to 
the house tonight. The main group relates 
to fruits and vegetables. For the convenience 
of honourable members, I have consolidated 
these changes, affecting eighty-one tariff 
items and sub-items, into a single resolution. 
Another resolution contains the nine changes 
that we are making as a result of renegotiat- 
ing the most-favoured-nation rates on wool- 
lens and  worsteds. Another resolution 
clarifies the interpretation to be given to 
the word “machinery” throughout the tariff. 
And still another embraces all changes of a 
miscellaneous character. 

It might be of interest to note that 142 
tariff items and sub-items are affected by 
the resolutions. In the case of 32 items the 
rates of duty are being increased. In the case 
of 40 items rates are being reduced. In the 
case of nine items, all involving fruits and 
vegetables, rates are being both increased 
and decreased depending on the _ season. 
Finally, there are 61 items for which rates 
of duty are left unchanged and for which the 
changes proposed are, for the most part, 
purely formal. 

In every case where an increase is proposed 
in a rate that was bound in one way or an- 
other under our trade agreements, the ap- 
propriate negotiations or consultations have 
been undertaken and are either concluded 
or virtually concluded. 


The house will recall that, on November 
17, 1957, I tabled an extensive report by the 
tariff board on fruits and vegtables. Broadly 
speaking, the changes in the tariff items on 
fruits and vegetables that I am submitting 
tonight flow from that report. 

The government undertook to negotiate 
the tariff changes proposed by the board, 
under the terms of our trade agreements, 
with the countries concerned—that is to say, 


chiefly with the United States, but also with 
other countries supplying us with small quan- 
tities of fruits or vegetables. We recognized 
that, as in all such negotiations, we would 
either have to ‘‘compensate” for the increase 
in some tariff rates by reductions in others, 
or else face retaliatory tariff increases against 
our fruits, vegetables or other products enter- 
ing the United States and other countries. 
Accordingly, before negotiations began, we 
consulted the Canadian horticultural council 
about possible supplementary changes in our 
tariffs on fruits and vegetables which might 
be used by way of compensation. 

In the end, the negotiations ranged over 
almost the whole of our tariff schedule on 
fruits and vegetables. While the negotiations 
have been friendly, they have not been easy. 
The results, however, can be regarded as 
satisfactory. Details are to be found in the 
resolution on the fruit and vegetable tariff 
schedule that I am tabling tonight. For the 
convenience of hon. members I _ have 
divided this resolution into three sections: one 
sets out changes of substance, both increases 
and decreases in rates; another contains other 
changes of a purely formal nature, such as 
the renumbering of tariff items; a third was 
required to make a minor change in our 
trade agreement with New Zealand. 


Three of the most important changes are 
as follows: The duty on potatoes, table and 
seed, new and old, will hereafter, as recom- 
mended by the tariff board, be 374 cents 
per cwt. throughout the year. Thus, at last, 
we regain substantial reciprocity with the 
rates applied to our potatoes by the United 
States—that is to say, reciprocity with the 
rates applied to the bulk of our shipments to 
that country. Our seasonal duty applying to 
imported peaches remains at 14 cents a 
pound, but it will hereafter be in force for 
14 instead of 9 weeks each year. In respect 
of apples we are moving to complete reci- 
procity with the United States; the duty on 
imported apples will hereafter be 4 cent a 
pound all the year round, instead of free for 
10 weeks and 3 cent a pound for the rest of 
the year. 

The list of products is lengthy. I can sum- 
marize the changes broadly, indicating first 
what is happening to the “in-season” duties 
and second what is happening to the ‘“out- 
of-season” duties. As for the “in-season” 
situation, the special seasonal duties will be 
increased or the seasonal period improved, or 
both, for the following products: asparagus, 
Brussels sprouts, cabbage, carrots, cauliflower, 
celery, corn-on-the-cob, cucumbers, lettuce, 
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onions, peppers, parsnips, apricots, sour cher- 
ries, pears and prunes. Further, an additional 
duty of 5 per cent will be charged on green 
beans, Brussels sprouts, carrots, beets, cauli- 
flower, lettuce, peas, parsnips and corn-on- 
the-cob when imported in season in consumer- 
type packages. Turning to the out-of-season 
situation, for most products the duty con- 
tinues to be 10 per cent as at present; but 
for a number of important products a period 
of free-entry will now be permitted during 
part or all of the “off-season”. These off- 
season arrangements, which will benefit Cana- 
dian consumers without, we believe, damag- 
ing Canadian producers, will apply to the 
following products: beans, cabbage, carrots, 


cauliflower, celery, lettuce, peppers, toma- 
toes, cantaloups, pears, plums and straw-. 
berries. 


Turning to the canned and frozen products 
there are modest increases of duty conse- 
quential upon the increased protection re- 
ceived by the fresh products. These increases 
apply to asparagus, Brussels sprouts, apricots, 
cherries, peaches and prunes. Certain com- 
monwealth countries send us some canned 
fruits and, following discussions with them, 
we are adjusting preferential rates on these 
products so as to maintain existing preferen- 
tial margins. 

I now turn to textiles. In September 1957 
I referred to the tariff board the whole of the 
textile schedule, including yarns, fabrics and 
made-up goods, and at that time I invited the 
board’s recommendations. The board has, up 
to the present, submitted reports on woollen 
and worsted fabrics, on woollen yarns, on 
cotton yarns and fabrics, and on textile 
wastes. It has also held hearings on synthetic 
fibres and fabrics, and I expect to receive 
that report shortly. Thus, most of the more 
important items have now been considered. 
The board has yet to hold hearings, however, 
on a substantial number of items, many of 
them of no wide significance but some of con- 
siderable importance to the groups directly 
affected. 


It would have been unfair and undesirable 
to delay action on any of these numerous tex- 
tile items until the board had reported on all 
of them. I am sure the house would wish the 
government to take or to initiate action on 
individual groups of items as soon as practi- 
cable after receiving the board’s recommenda- 
tions, and this is the policy that the govern- 
ment is following. However, we are bound to 
act within the framework of our trade agree- 
ments; these may involve preparatory proce- 
dures in addition to the negotiations them- 
selves which usually occupy many months. 


Moreover, since some groups of textile tariff 
items are closely linked to others, it may be 
contrary to our commercial interests to try to 
negotiate one group before we are in a posi- 
tion also to negotiate another. 

In my last budget I took the first step to- 
wards our general revision of the textile 
schedule by introducing modest increases in 
the British preferential rates on woollens and 
worsteds under tariff item 554b. At the same 
time I announced the government’s intention 
to renegotiate the most-favoured-nation rates 
on that item with a view to restoring the 
margin of British preference. Accordingly, 
tonight I am announcing new most-favoured- 
nation rates under that item as follows: for 
fabrics weighing 12 ounces or more per 
square yard a rate of 274 per cent plus 
33 cents per pound; for fabrics weighing 
less than 12 ounces a rate of 274 per cent 
plus 38 cents; and for fabrics weighing not 
more than 9 ounces a maximum duty of 
$1.10 per pound. The increases in these rates 
correspond with the modest increases in the 
preferential rates introduced last year, so that 
margin of British preference. Accordingly, 
is now being restored. 

Our negotiations regarding increases in our 
M.F.N. duties on woollens and worsteds have 
been conducted with Italy and France. By 
way of compensation we are granting reduced 
rates on a special type of wool fabric—fabrics 
for neckties and scarves—and also on per- 
fumes, aperitif wines, ports, sherries and 
manufactures of marble. 

We have taken steps under our trade agree- 
ments to initiate negotiations on other textile 
items, including cotton yarns and fabrics. The 
house may be assured that we shall move 
forward as quickly as may be practicable. 

A brief reference should, perhaps, be made 
to other reports of the tariff board that have 
been received and tabled since my last 
budget: Those relating to rubber footwear 
and to fluorspar. In neither case did the 
board recommend any change in the tariff 
structure, and no change is proposed. 

This concludes what needs to be said about 
the disposition of reports from the tariff 
board. However, the resolutions I am tabling 
for the amendment of the Customs Tariff 
cover other matters as well. For the most 
part the changes that are put forward are 
of miscellaneous character, of considerable 
interest to those directly concerned but of 
no very general interest. There is, however, 
one group of changes to which I should call 
attention. 
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I have been giving thought to various 
representations that have been made to the 
government regarding a very important con- 
cept which runs through our Customs Tariff: 
the concept that the protection afforded to 
goods which are ruled by the Department of 
National Revenue or the courts to be of a 
“class or kind” made in Canada should re- 
ceive greater protection than similar goods 
of a “class or kind” not made in Canada. This 
differentiation, based on “class or kind”, is to 
be found in many individual tariff items and 
also in our anti-dumping and countervailing 
duties. 


Some of the representations have suggested 
legislation which would define or re-define the 
words “class or kind” in such a way as to 
enlarge the range of goods that are now 
deemed to be made in this country and thus 
given the greater protection. It is question- 
able, however, whether an over-riding meas- 
ure, involving a departure from present prac- 
tices and present interpretations, is in the 
national interest. I am not prepared, at this 
stage, to propose a general measure to broaden 
the range of goods that receive protection on 
a made-in-Canada basis. On the other hand, 
I am prepared to propose particular measures 
to prevent this range of goods from becom- 
ing narrower. In this connection important 
representations have been received from 
Canadian manufacturers of machinery, and 
I am proposing two steps tonight that will 
be of interest to them. 


One of the problems to be met is this. Most 
machines now enter Canada, not under tariff 
items naming particular types of machine, 
but under items providing for machinery in 
general. These items provide for relatively 
high rates of duty on machines of a class or 
kind made in Canada and relatively low 
rates on those of a class or kind not made 
here. Experience has shown that, with the 
increasing complexity and variety of modern 
machines, these “class or kind” provisions 
create uncertainties. Much time and expense 
are involved in trying to clarify “class or 
kind” questions before the courts. 

I propose to resolve these issues in six 
important fields by introducing six new 
tariff items tonight. Each of these items will 
specifically name one class or kind of ma- 
chine, which has been ruled to be made in 
Canada, and will apply the tariffs rate that 
is now applicable to it. Thus, there will be 
no change whatever in the immediate situa- 
tion. But all concerned, and particularly the 
Canadian manufacturers and users of these 
machines, will be able to make plans and 
contracts on a firm basis and without fear of 
protracted and costly litigation. The six are: 
fork-lift trucks, paper-mill machines, power 


cranes, power shovels, machines for gener- 
ating electricity, and vending machines. 


The second problem to be met stems from 
modern automation. Machines are becoming 
not only more complex but also more closely 
interwoven and intertwined—linked together, 
in many cases, under complicated control 
systems. This has raised a question: What is 
the difference, if any, between “machinery” 
and “a machine’? Let me illustrate the 
problem. The word “machinery” might be 
interpreted to cover a series of machines, 
interlinked with each other and under a com- 
mon control system. If so, and if one or more 
of this series of interlinked machines was not 
made in Canada, then our customs depart- 
ment and our courts might feel bound to rule 
that the machinery, the assembly taken as a 
whole, was of a class or kind not made here. 
As such, the whole assembly would be en- 
titled to low rates of duty even though some 
of the individual machines were of a class 
or kind made in this country and would thus 
have been entitled to substantially higher 
protection. 

To avert this risk of loss of protection I 
am tonight inviting the house to insert a new 
definition or interpretation in the Customs 
Tariff. Under this, wherever the word “ma- 
chinery” appears in the tariff it will be 
defined to have the same meaning as the 
word ‘machines’. Here, again, there will be 
no change whatever in any rates of duty that 
are being applied at present; but I hope 
we shall be avoiding serious difficulties and 
uncertainties that might have arisen in the 
future. 

In concluding my proposals regarding 
changes in the Customs Tariff, I should say 
a word about their effect on the revenues. 
Hon. members will have observed that, while 
some of the changes in rates are upwards, 
others are downwards. Only one of the 
changes affects a tariff item which yields us 
substantial revenue—an increase of $1 per 
gallon on imported spirits bringing this rate 
into line with the higher domestic excise 
duty to which I have already referred. Apart 
from this change, it is reasonable to assume 
that the tariff changes I am proposing tonight 
will not appreciably influence the balance of 
ways and means in the coming year. 


SUMMARY AND CONCLUSION 


That, Mr. Speaker, concludes my budgetary 
proposals for the year upon which we are 
just entering. In summary may I remind 
you that our budgetary expenditures, which 
exclude the old age security fund, are ex- 
pected to be $5,660 million; our budgetary 
revenues after giving effect to the tax changes 
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I have proposed are estimated at $5,267 mil- 
lion; and the indicated deficit for 1959-60 
is $393 million: 

In reviewing our cash requirements earlier 
this evening I estimated our extra-budgetary 
cash needs at about $400 million. To this 
sum I must now add the expected deficit of 
$42 million in the old age security fund which 
is not being charged against the current 
budget. In round figures, therefore, our net 
cash requirements outside the budget will be 
about $450 million, and this added to the 
budgetary deficit, means that our net borrow- 
ing requirements this year will be of the 
order of $850 million, or some $400 million 
less than in the year just ended. With a 
good response to our Canada savings bond — 
campaign this year, our net market borrowings 
in 1959-60 should be less than one half of 
the $1,220 million borrowed in the market in 
1958-59. Since our flow of revenues will 
be at a rising rate throughout the year, partly 
because of expanding prosperity and partly 
because some of the increased taxes do not 
come into full effect until later in the year, 
our new borrowing needs are likely to fall 
more heavily in the first half of the fiscal 
year than in the second half. 


May I now insert here, Mr. Speaker, my 
final table which shows the effect of the 
proposed tax increases on the budgetary 
levies, on the old age security fund contribu- 
tions, and the combined increases. 


Table 8 
Revenue forecasts—After tax changes 


(in millions of dollars) 
Total 


Revenue added revenue 
Full year In 1959-60 in 1959-60 


(a) Budgetary Levies 
Personal income 


PAC AEs. A caloteretete ose coe $ 54 $ 28 $1,578 
Corporation income 

Rice Wn earn eee 56 32 1,097 
Non-resident tax .. 15 
MIStATCS Mitasxcw la. ctletelae 75 
Customs duties .... 3 3 528 
Salese tas. (cnet 1 1 756 
Other duties and 

CARES ide cisisisle ns: 42 38 648 
otal. taxes) w.ceswes 156 102 4,757 
Non-tax revenue .. 510 
Total revenue $156 $102 $5,267 


(b) Old age security fund contributions 


Personal income .. $ 75 $ 41 $191 
Corporation income 28 20 76 
SSIES CAN 2 sisuyeranss © 93 82 269 
dWoretl | A Aaaaddocotrc $196 $143 $536 


(c) Combined increases 
Personal income 


tax oer $129 $ 69 
Corporation income 

ae Visceral 84 52 
MOtertAR | sé 2 cx 93 82 
Cigars, cigarettes 

and spirits ...... 46 42 
EE, Senin un ee $352 $245 


It will be seen that the total tax increases 
proposed amount to $352 million in a full 
year and $245 million in this fiscal year. 
This increase will, in a full year, balance 
the increased cost of old age pensions and 
the enlarged social security program. 

Mr. Speaker, Canada has its share of 
problems, some arising out of international 
disagreements and tensions, and others 
resulting from the process of growth of our 
nation. With courage and firmness, none of 
those difficulties are insuperable. So long 
as our problems are only in the nature of 
growing pains, we can look to the future 
with confidence and assurance. 


We have withstood the disturbing calm 
of recession, and the winds of prosperity 
again fill our sails, as the basic strength and 
firmness of the Canadian economy again 
assert themselves. With a united, deter- 
mined and confident population, Canada 
marches on unflinchingly towards its bright 
destiny. 

Just as last year’s budget was designed 
to meet 1958 economic conditions and needs, 
so this year’s budget is designed to meet 
the changed conditions and needs of 1959. 
In a period when economic conditions are 
undergoing rapid change, our approach to 
our fiscal problems must be flexible and 
adaptable. 

This budget has been designed to foster 
and promote recovery. Our aim is to main- 
tain a sustainable rate of growth in terms 
of employment, development of resources 
and a sound dollar, so that Canadians every- 
where may find full expression for their 
enterprise, industry and aspirations as free 
men and women. 

Canada has no reason for fear. Blessed 
as she has been by a benign Providence 
above all other lands, she can face her shin- 
ing future with utmost confidence. 


RESOLUTIONS 
INCOME TAX ACT 


Resolved that it is expedient to introduce 
4 measure to amend the Income Tax Act 
and to provide among other things: 

1. That for the 1960 and subsequent taxa- 
tion years each of the graduated rates of tax 
at present applicable to individuals on tax- 
able income in excess of $3,000 be increased 
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by two percentage points and that for the 
1959 taxation year each of the graduated 
rates of tax applicable to individuals on 
taxable income in excess of $3,000 be in- 
creased by one percentage point. 

2. That with respect to income of corpora- 
tions earned on and after January 1, 1959 
the 45 per cent rate of tax on taxable income 
in excess of $25,000 be increased to 47 per 
cent and the 43 per cent rate of tax on taxable 
income in excess of $25,000 applicable to 
corporations deriving more than half their 
gross revenue from the sale for delivery 
in Canada of electrical energy, gas or steam 
be increased to 45 per cent. 

3. That commencing January 1, 1959 the 
definition of medical expenses exclude those 
amounts which the taxpayer is not required 
to pay because they are paid with the as- 
sistance of the government of Canada under 
the Hospital Insurance and Diagnostic Ser- 
vices Act. 

4. That amounts paid on or after January 
1, 1959 for iliostomy and colostomy pads, 
crutches, trusses for hernia and rocking beds 
for poliomyelitis patients be included in the 
medical expenses that are deductible in com- 
puting taxable income. 

5. That for the 1959 and subsequent taxa- 
tion years an individual be allowed to deduct 
in computing income, in addition to the 
amounts now permitted by the Act, any 
amount received by him out of a pension fund 
or plan upon withdrawal or retirement from 
employment or upon the winding up of the 
fund, not exceeding the portion thereof that 
is paid in the year, or within 60 days after 
the end of the year, as a contribution to a 
registered pension fund or plan or as a 
premium under a registered retirement sav- 
ings plan. 

6. That with respect to deaths occurring 
after April 9, 1959 the exemption for a portion 
of a death benefit paid by an employer upon 
or after the death of an officer or employee 
in recognition of his service be changed from 
an amount equal to the employee’s remunera- 
tion for the last 90 days in the office or 
employment to an exemption for an amount 
equal to the remuneration of the employee for 
the last 12 months in the office or employment 
or the amount of $10,000 whichever is the 
lesser. 

7. That for 1960 and subsequent taxation 
years there shall be included as income from 
an office or employment the amount of the 
benefit which an employee derives by virtue 
of the payment by his employer of a premium 
under a group life insurance plan to provide 
the employee with life insurance coverage to 
the extent that it is in excess of $25,000. 


8. That the time within which a notice of 
objection to an assessment issued after Feb- 


ruary 8, 1959 must be served be increased 
from 60 to 90 days from the day of mailing 
of the notice of assessment. 

9. That the privilege of qualifying as a 
foreign business corporation be withdrawn 
except for those corporations that were so 
qualified for the 1958 taxation year. 


EXCISE ACT 


Resolved that it is expedient to introduce 
a measure to amend the Excise Act to 
provide: 

1. That the duty of excise on spirits dis- 
tilled in Canada be increased from $12 to 
$13 per proof gallon. 

2. That the duty of excise on Canadian 
brandy be increased from $10 to $11 per 
proof gallon. 

3. That the duty of excise on cigars be 
increased from $1 per 1000 to $2 per 1000. 

4. That any enactment founded upon this 
resolution be deemed to have come into force 
on the 10th day of April, 1959. 


EXCISE TAX ACT 


Resolved that it is expedient to introduce 
a measure to amend the Excise Tax Act to 
provide: 

1. That the excise tax on each five ciga- 
rettes or fraction of five cigarettes contained in 
any package be increased from 2 cents to 
24 cents; 

2. That the wording of the exemption from 
sales tax for “stock conditioners, condiments 
and feed supplements for addition to poultry, 
cattle and other stock feeds” in Schedule 
III be changed to read: 

“Feed supplements for addition to poultry, 
cattle and other stock feeds and materials 
to be used exclusively in the manufacture 
thereof”; 

3. That the exemption from sales tax for 
tanks for collecting milk be extended to in- 
clude complete parts therefor including ma- 
terials to be used exclusively in the manu- 
facture of such tanks and parts; 

4. That the definition of ‘producer or manu- 
facturer” be extended to include any person 
who packages toilet articles, preparations, 
cosmetics or pharmaceuticals for sale except 
where they are packaged by a retailer in his 
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retail premises for sale therefrom directly 
to consumers or users; 

5. That the definition of “manufacturer or 
producer” be extended to include any person 
who markets, except by sale at retail directly 
to consumers or users, toilet articles, prepara- 
tions, cosmetics or pharmaceuticals manufac- 
tured under his own brand; 

6. That the sales tax be imposed, levied 
and collected on goods purchased or imported 
by a licensed wholesaler and retained for his 
own use or for rental to others; 

7. That any enactment founded upon this 
resolution be deemed to have come into force 
on the 10th day of April, 1959; 
and to provide further for certain changes . 
in connection with the administration of the 
Act. 


THE CUSTOMS TARIFF 


1. Resolved, 

(a) that it is expedient to amend the 
English version of the Customs Tariff by 
adding to section two thereof the following 
subsection: 

(3) The word “machinery” wherever it 
appears in this Act shall be read and con- 
strued as “‘machines”; 

(b) that it is expedient to amend the Cus- 
toms Tariff by striking out section 13 and 
substituting the following therefor: 

13. (1) The Minister may order that, in 
lieu of the ad valorem rate of duty or the 
free rate of duty, the specific duty provided 
in tariff items 87, 92, 94, 95 and 95a shall 
apply to goods described in the order im- 
ported through ports in a region or part of 
Canada during such period or periods as may 
be fixed by the Minister. 

(2) If, before the coming into operation 
of an order under subsection (1), a person 
purchased goods for importation through a 
port in a region or part of Canada specified 
in the order, in the expectation in good faith 
that the ad valorem rate of duty or the free 
rate of duty would apply to the goods, and 
at the time of the coming into operation of 
the order the goods were in transit to the 
purchaser in Canada, the ad valorem rate 
of duty or the free rate of duty shall apply 
to the goods, notwithstanding the order. 
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FOREWORD 


The purpose of these Papers is twofold: 

1. to present a general economic review of 1958, bringing together in one 
place and in convenient form some of the more comprehensive 
indicators of economic conditions prepared by the Dominion Bureau 
of Statistics, the Bank of Canada and other Government Agencies, 
together with brief comments; 


2. to present a preliminary review of the Government accounts for the 
fiscal year ended March 31, 1959. 


I. 
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The tables in this Budget Paper are based upon estimates provided by the 


Dominion Bureau of Statistics, the Bank of Canada and other Government 


Agencies. Some of the figures appear for the first time; others have been 
published elsewhere. All 1958 estimates are preliminary and subject to revision. 
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THE NATIONAL ACCOUNTS 
NATIONAL INCOME AND PRODUCT 


In 1958 Canadian gross national production rose by $778 million or by 24 
per cent and reached a level of $32.2 billion. Price increases accounted for 
about four-fifths of this advance in the value of production; the volume of total 
output was slightly higher than in 1957. 


In 1958 for the second year in succession the growth in aggregate physical 
production fell short of the full growth potential of the economy in terms of 
the annual increment in the labour force and a further improvement in produc- 
tivity. However, there was a significant difference between the economic trends 
of the two years. In 1957 the cessation of the strongly expansionary forces 
which characterized the preceding period, exerted a depressing influence on 
overall activity and brought about a downward adjustment in both business 
expectations and business operations over a wide area of production. During 
1958 the volume of output stayed above the low point reached during the winter 
of 1957-58 and there was mounting evidence in the course of the year that 
recovery was under way. Although conditions of excess capacity continued 
to prevail in a considerable number of industries, selective increases in demand 
occurred and affected a growing number of products. The service industries 
which had expanded without interruption throughout the period of recession 
played an important part in providing additional support to the strengthening 
in economic trends. Asa result of these developments and in marked contrast 
to the same period twelve months earlier, economic activity in the fourth quarter 
of 1958 rose substantially and the volume of non-farm output at seasonally 
adjusted annual rates expanded by approximately 2 per cent. 


GROSS NATIONAL EXPENDITURE 
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The modest increase for 1958 in total real output did not apply in all sectors 
of the economy. In the non-agricultural sector, approximate stability prevailed 
with some decline in commodity production almost balanced by a further 
increase in the output of services. In agriculture, on the other hand, the expan- 
sion was quite pronounced and this accounted for the advance in aggregate 
real output. 


In the goods: producing industries output in 1958 continued to rise in con- 
struction and the public utilities. The increase in construction was due to 
record-breaking activity in the residential building field, but the advance was 
fairly moderate. The gain in output for public utilities was more substantial 
reflecting the continued growth in population and the rapid rate of resource 
development in previous years. Mining production was maintained at 
about the same level as in 1957 and this came about mainly because of sharply 
rising uranium shipments. The declines in production were concentrated in the 
forestry industry and in manufacturing. Notwithstanding the improvement in 
sales of lumber and the upturn in the pulp and paper industry during the latter 
part of the year, there was a sharp curtailment in logging operations in 1958. 
In manufacturing both durable and non-durable goods production fell below 
the 1957 level. The decline in the durable goods sector was quite pronounced, 
affecting among other commodities transportation equipment as well as iron and 
steel products. In non-durable goods manufacturing the downward movement 
was more moderate and in the second half of 1958 a marked recovery in produc- 
tion occurred. The steady upward trend in the service sector has been main- 
tained in recent years despite fluctuations in overall business activity. In 1958 
output increased in all service industries except transportation, storage and 
communication. The advance ranged from a moderate improvement in the 
retail and wholesale trades to a sizeable expansion in financial and related 
services. 


Non-agricultural employment rose fractionally in 1958 but this was slightly 
more than offset by the drop in the number of agricultural jobs, and overall 
employment declined from the level which prevailed in 1957. There was a 


TABLE 1 
NATIONAL INCOME AND GROSS NATIONAL PRODUCT 


Prelim. 
ao 1955 | 1956 | 1957 | 1958 


(Millions of dollars) 


1. Wages, salaries, and supplementary labour income. 13s210 14,719 15,825 16, 180 
2. Military pay and allowances....-.)........-46-a-- 394 424 476 491 
3. Corporation profits before taxes................... 2,489 2,802 2,505 2,369 
4. Rent, interest, and miscellaneous investment 
INCOME tae ee teyscea kote ate a ee eer area es 1,748 1, 964 2,179 2,374 
5. Accrued net income of farm operators from farm 
DIOGUCHION es ceemneaiyeees hiner Esa ae 1,261 1,468 968 1, 202 
6. Net income of non-farm unincorporated business. . 1,793 1,937 1,941 2,079 
7. Inventory valuation adjustment?................. —217 — 260 —60 —34 
8. National Income (1+2+3+4+5+4+6+7).......... 20,683 23,054 23,834 24,661 
9. Indirect taxes lessisubsidies. csc scsi csmc.-sse0sss 3, 238 3,601 3,802 3,825 
10. Capital consumption allowances and miscellaneous 
VAIS COM AG ISHIMeNUs sae eter ena es tenaer eee 3, 163 3,515 3,722 3,725 
1S Residualserromot estimaterrans sone eee eee —14 12 48 —27 
12. Gross National Product at Market Prices 
(Se iat Er ot AU ae OO ates neeniinieent tine nmcancketnas dane.c 27,070 30,182 31,406 32,184 
13. Index of G.N.P. in Constant Dollars.............. 100.0 107.4 107.1 107.9 


SSS 


1 Includes accrued earnings arising out of the operations of the Canadian Wheat Board. 
2 See footnote 2, Table 2. 
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further rise in the labour force although the growth of 2.1 per cent in 1958 was 
much less than in the previous year when the unusually heavy flow of immigrants 
added a large number of persons to the working force. These trends in the 
labour market during 1958 were reflected in a higher level of unemployment. 
The number of persons without jobs and looking for work averaged 6.6 per cent 
of the labour force in 1958 compared with 4.3 per cent in 1957. 


The shifts in production and employment in 1958 were associated with a 
further rise in earned incomes. The expansion of over 3 per cent in national 
income was approximately the same as the advance in 1957. Except for 
corporate profits there was a gain in all the major income groups and the im- 
provement was particularly marked for unincorporated business, both in the 
farm and non-farm sectors. In 1957 labour income was up by 73 per cent or 
considerably in excess of the rate of increase in national income, whereas in 
1958 the rise in salaries and wages was less than the expansion in national income 
and amounted to about 2 per cent. The advance in labour income failed to 
keep pace with the rise in consumer prices and there was consequently a small 
decline in real income per capita. After some hesitation in the winter of 1957-58, 
aggregate wages and salaries rose slowly but steadily in each succeeding quarter 
and at the end of 1958 labour income was $544 million or 3 per cent above the 
level twelve months previously. An improvement in rates of pay as well as some 
increase in the number of paid workers during 1958 contributed to this effect. 
There was a decline from 1957 in the average number of hours worked per week. 


In 1958 corporation profits fell by $136 million or by 5 per cent to a level 
of $2,369 million. The year-over-year decline, although less than the drop of 
11 per cent in 1957, provides no indication of the recovery which occurred in 
the course of 1958. The downward trend in corporate profits which prevailed 
throughout 1957 came to a halt in the summer of 1958. Corporate profits 
gained moderately in the succeeding quarter and expanded by 8 per cent in the 
fourth quarter of 1958. This reflects a significant change in underlying business 
conditions brought about by a more favourable cost structure and by an improve- 
ment in sales affecting a growing number of industries. 


Corporate profits are a sensitive indicator of the changing tempo of economic 
activity whereas other investment income, such as income from rentals and 
interest payments, follows a more stable pattern and tends to reflect. more 
accurately the growth in the value of Canadian assets. Asa result of the steady 
expansion over the years, income from these latter sources in 1958 reached a 
level of $2,374 million and exceeded corporate profits for the first time since 1934. 
Higher shelter costs and rising interest rates contributed to the gain of $195 
million or 9 per cent in 1958. 


Accrued net farm income, after a sharp decline in 1957, recovered sub- 
stantially in 1958 and rose by $234 million or 24 per cent. The size of the wheat 
harvest was not substantially different from 1957 and the slight increase in crop 
production was mainly due to the expansion in coarse grains. The major part 
of the improvement in agricultural income was a result of higher returns from 
livestock and animal products. Output and prices for some products, particu- 
larly for cattle, were significantly higher than in 1957. Farm cash income which 
had declined moderately in the previous year rose by 8 per cent in 1958 to a 
level of $2,808 million. The total for 1958 was less than 2 per cent below the 
all-time high reached in 1952. In the years since 1952, the agricultural labour 
force has declined by almost one-fifth and, as a consequence, farm cash income 
on a per capita basis was at a record level in 1958. 

Net income of non-farm unincorporated business which remained practically 
stable in 1957 showed a fairly substantial advance in 1958. The increase of 7 
per cent was about double the rate of expansion for national income and earnings 
in this sector reached a level of $2,079 million. Although corporation 
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profits were $290 million higher than income of non-farm unincorporated 
business, this difference was markedly smaller than in most years since 1946. 
Most of the advance in unincorporated business income during 1958 was a 
result of the pronounced improvement in earnings from construction. There 
were further modest gains in the service and trade sectors. 


NATIONAL EXPENDITURE 


In 1957 there was a lessening in the tempo of activity abroad but the impact 
of this on the Canadian economy was eased during 1958 by the strong recovery 
in the United States and by the expansionary measures taken in a number of 
countries, including European countries which had experienced a notable im- 
provement in their foreign exchange reserves. The level of Canadian exports 
was well maintained and consumption expenditures continued to rise steadily. 
Larger government outlays, particularly in the form of higher transfer payments, 
compensated to an important extent for the fall-off in purchasing power elsewhere. 
Record expenditures on residential housing tended to offset a large part of the 
decline in business capita] investment. These developments were accompanied 
by further adjustments, some of which began in 1957 in response to less favourable 
economic conditions. Efforts were made to bring costs more closely in line with 
current levels of plant operations. Commodity imports declined sharply in late 
1957 and early 1958 and a larger proportion of Canadian requirements wassupplied 
from domestic sources. The liquidation of business inventories had largely run 
its course by the end of 1958 and a better balance prevailed in stock-sales ratios. 
Upward price movements were somewhat less pronounced than in 1957 and 
selective declines took place over a wide area in 1958. 


Personal expenditures on consumer goods and services rose by 5 per cent in 
1958 compared with 6 per cent in 1957 and 7 per cent in 1956. Although the 
upward movement in expenditures slowed down over the last three years, 
consumer outlays played a progressively more important role in stabilizing 
overall activity and the demand from this source accounted for a rising proportion 
of total final purchases. In 1956 and 1957 consumer demand absorbed one-third 
and one-half respectively of the increase in total final purchases. In 1958 the 
expansion in consumer outlays was equal to $945 million whereas the rise in 
ageregate final demand was less than this mainly because of the decline in capital 
investment. 


Consumer expenditures advanced without interruption throughout 1958. 
Although the expansion was quite modest during the first nine months of the year, 
this was followed at the end of 1958 by an increase of 3 per cent, the largest since 
the second quarter of 1952. Consumer expenditures in the fourth quarter of 1958 
rose, seasonally adjusted at annual rates, by $660 million to a level of $21.3 
billion or about 6 per cent above the level in the same period of 1957. Prices for 
consumer goods and services advanced by 23 per cent in 1958 or less than in 1957 
when the increase amounted to about 33 per cent. The expansion of 2 per cent in 
the volume of consumption was slightly less than the rate of growth in population 
and there was for the second year in succession a small decline in real per capita 
consumption. 


In both years, 1957 as well as 1958, government expenditures on goods and 
services rose by about 7 per cent. The increase of $382 million in 1958 brought 
outlays for all three levels of government to almost $6 billion. The expansion in 
this component of gross national expenditure tended to offset a substantial part of 
the decline in total final demand which took place in other sectors of the economy. 
Civilian expenditures by governments increased somewhat faster than total 
outlays because there was a further decline in defence costs. The expansion 
in capital investment for all levels of government combined was particularly 
pronounced and the rise of 10 per cent differed sharply from the downward 
trend in business capital formation. 
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Business capital expenditures (including housing) after reaching a record 
level of $7.3 billion in 1957 declined by $436 million or 6 per cent in 1958. The 
drop in the volume of capital investment was somewhat more pronounced since 
prices continued to rise although the advance of 2 per cent was less than the 
increase in 1957. Notwithstanding the downward shift in the year-over-year 
comparison there was some improvement in the trend of capital outlays during 
1958. In the previous year investment expenditures reached a peak in the first 
quarter and subsequently decreased without interruption to a low point in the 
first quarter of 1958. However, capital outlays remained approximately stable 
during the last three quarters of 1958. 


__ In 1958 the movement in the various components of capital investment was 
different from the pattern established in the previous year. In 1957 investment 
in non-residential construction as well as in machinery and equipment expanded 
on a year-over-year comparison, whereas residential construction declined. In 
1958 there was an increase in housing construction and the extremely rapid growth 
tended to offset almost one-half of the decline in the other two components of 
capital investment. 


Following the decline of 8 per cent in 1957, expenditures on residential 
construction in 1958 rose by $353 million or 25 per cent and reached a level of 
$1.8 billion. Taking into account the rise in prices, house building, in real terms, 
expanded by 22 per cent in 1958. Governmental action, particularly the large- 
scale provision of loan funds, played an important role in bringing about the strong 


TABLE 2 
GROSS NATIONAL EXPENDITURE 
Se ————————— aaa 
Prelim. 
— 1955 | 1956 1957 | 1958 
(Millions of dollars) 

1. Personal expenditure on consumer goods and 
Cerri Poe Teh Se OP EO SAR ee eee ri 17,464 18,697 19, 768 20,713 
2. Government expenditure on goods and services..... 4,780 5, 266 5, 612 5, 994 
current expenditure.............seeeereeoees 3,746 4,006 4, 230 4,476 
gross fixed capital formation.........-..++-- 1,034 1, 260 1,382 1,518 
3. Business gross fixed capital formation!..........-.. 5,210 6,774 1,000 6,899 
new residential construction......-....+-.5+ 1,378 1,526 1,409 1,762 
new non-residential construction.........+++- 1,848 2,589 3,103 2,813 
new machinery and equipment.........++++- 1, 984 2,659 2,823 2,324 
4, Value of physical change in inventories—total?..... 281 815 142 —386 
non-farm business inventorieS........---++++- 102 545 243 —216 
farm I VENLOLIES. «0.5 ene ons seule eeeenere 199 242 —152 — 138 
grain in commercial channels........-.-++++- —20 28 51 —32 
5. Exports of goods and services?.......-.-+++++esrees 5, 764 6,339 6,394 6, 298 
6. Imports of goods and services?........+++eeeeereees — 6,443 —7,697 —7,796 —7,361 
7. Residual error of estimate..........0seee eee ee eee 14 —12 —49 27 

8. Gross National Expenditure at Market Prices 
(1424344454647)... 0. cece cree cece eee ees 27,070 30,182 31,406 $2,184 
9. Index of G.N.E. in Constant Dollars.......-.++--- 100.0 107.4 107.1 107.9 


1 Includes private businesses and institutions, and publicly owned public utilities. 

2 The book value of inventories is deflated to remove the effect of price changes and the derived 
“physical” change is then valued at average prices of the current period to obtain the value of physical 
change. The difference between this value of physical change and the change in book value is called the 
inventory valuation adjustment (see line 7, Table 1). 

3 Minor adjustments have been made to the figures of current receipts and payments shown in Table 10 
and in ‘“*The Canadian Balance of International Payments, 1955 to 1958"’, Dominion Bureau of Statistics, 
to achieve consistency with the other component series, 
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revival in house building. Shortly after the introduction of these measures 1n 
1957, housing starts rose notably and in the fourth quarter reached a new high of 
over 145,500 units, at annual rates and seasonally adjusted. Throughout 1958 
government funds continued to be made available for house building and in 
addition easier conditions prevailed in the private mortgage market. These 
developments on the supply side and the strong demand for housing, supported by: 
the uninterrupted rise in personal incomes, led to a record-breaking rate of 
activity in construction. Housing starts in 1958 amounted to 164,632 units 
compared to 122,340 units in 1957 and the previous high of 138,276 units in 1955. 
Housing completions in 1958 amounted to 146,686 units compared to 117,283 
units in 1957 and the previous record of 135,700 units in 1956. 


The extraordinary capital investment boom in recent years brought about a 
large-scale expansion in non-residential construction and expenditures in this field 
rose by 40 per cent in 1956 and by 20 per cent in 1957. This development 
reached its peak in the third quarter of 1957. In the succeeding five quarters there 
was a fairly continuous decline in outlays from the record level of $3.1 billion and 
the drop over this period amounted to $472 million. For 1958 as a whole non- 
residential construction declined by 9 per cent below the level in the previous year 
but outlays remained the highest on record except for 1957. Prices in this 
sector rose by one per cent in 1958 compared to the increase of 3 per cent in the 
previous year. 


Investment in machinery and equipment rose to a peak of $3.1 billion in the 
first quarter of 1957 and followed a sharply declining trend during the succeeding 
four quarters. Relatively more stability prevailed during the remainder of 1958 
and the year ended on a somewhat stronger note with expenditures rising by 
2 per cent in the fourth quarter. For 1958 asa whole this component of business 
capital investment declined by $499 million or 18 per cent below the average 
level in 1957. Since prices rose by about 3 per cent in 1958, the drop in the volume 
of investment in machinery and equipment was somewhat larger and amounted 
to about 20 per cent. A large part of the fall in requirements was reflected in 
lower imports. 


In contrast to the increase in inventories of $142 million in 1957 there was a 
reduction in stocks held both in the farm and non-farm sectors in 1958 and total 
inventories declined by $386 million. Farm inventories, including grain in 
commercial channels, fell by $170 million or substantially more than in 1957. In 
both years the disposal of wheat was in excess of below average crops and effec- 
tively reduced the high stocks accumulated during the previous period when a 
series of bumper harvests went together with some weakening in overseas 
markets. Moreover, the market for cattle, particularly in the United States, 
began to expand rapidly in the second half of 1957 and the high level of demand 
for Canadian supplies, which continued during 1958, was met in part from sales 
out of inventories. The movement in non-farm business inventories was different 
over the two-year period and the accumulation in stocks of $243 million in 1957 
was followed by a decline of $216 million in 1958. The swing from heavy 
inventory accumulation in the first half of 1957 to substantial liquidation 
in the first half of 1958 was particularly pronounced. The turnabout of $920 
million at annual rates during this period acted as an offset to overall demand 
equal to almost 3 per cent of gross national expenditure. . During the second 
half of 1958, however, there was a reversal of the trend in business inventories 
and stocks rose by $32 million, at annual rates, in contrast to the reduction of 
$464 million for the first six months of the year. These developments during 
the course of 1958 indicate that stocks moved closcly in line with current levels 
of economic activity and as a result there was a cessation of the downward 
effect exerted by the rapid adjustment in business inventories earlier in the year. 
In 1958 price increases for some components of business inventories were largely 
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offset by declines elsewhere. It is estimated that in physical terms business 
inventories declined by about 2 per cent in 1958. 


Inventory changes can occur quickly and these movements can bring about 
large additions or large offsets to total final demand, While fluctuations in this 
component are an important factor in determining the level of economic activity, 
the changes are of a short-run nature and tend to hide the more fundamental 
trend underlying the current situation. Excluding inventory changes, aggregate 
demand affecting both domestic production and foreign production rose by about 
three-quarters of a billion dollars or by 2 per cent in 1958. Since imports 
declined by $435 million, the increase in total final demand for 1958 which was 
met from Canadian production actually amounted to about $1.2 billion or close 
to 4 per cent. This indicates the extent to which the burden of the adjustment in 
the Canadian economy during 1958 was shifted to foreign sources of supply. 


In 1958 exports of goods and services were 14 per cent below the level in the 
previous year. Since prices declined somewhat there was actually an expansion 
of one per cent in the volume of exports in 1958. With only a small increase in 
prices, imports of goods and services in 1958 fell both in volume and value terms 
by about 6 per cent. As a result of these trends Canada’s deficit on current 
account was substantially lower than in 1957. 


PERSONAL INCOME AND ITS DISPOSITION 


Personal income differs from national income in a number of ways although 
the components of these two totals are for the most part similar or identical. 
While national income is the total of the annual earnings of Canadian residents 
from the production of goods and services, personal income is the sum of the 
current receipts of income regardless of whether these receipts are earnings from 
production. For example, personal income includes only that part of corporation 
profits which is actually received by Canadian persons as dividends. On the 
other hand, transfer payments, such as family allowances, old age pensions, 
veterans’ benefits and charitable contributions of corporations, are part of 
personal income although they are not payments for services and, therefore, 
do not form part of national income. 


TABLE 3 
SOURCES OF PERSONAL INCOME 


| Prelim. 
— 1955 1956 1957 1958 
(Millions of Dollars) 
1. Wages, salaries and supplementary labour income. . 13,215 14,719 15,825 16,180 
Deduct: Employer and employee contributions 
to social insurance and government pension 
ey, an PRPC mre eran tr sooner. n ts —449 —490 —547 —568 
2. Military pay and allowances.......-+++++++e+erse+ 394 424 476 491 
> t i ived by farm operators from farm 
el een a tee 1,197 1, 448 o74 1,206 
4. Net income of non-farm unincorporated business... 1,793 1, 937 1,941 2,079 
5. Interest, dividends and net rental income of persons? 1,911 2,125 2,358 2,538 
6. Transfer payments to persons 
(a) ‘ase government (excluding interest) aye 1,781 1,765 2,083 2,628 
j , i i rpora- 
ccteerantheerren eo Ue 28 30 32 32 
7. Personal Income (1+2+3+4+5+6)....-++-++++55 19,820 21,958 23,142 24,586 


1 Excludes accrued earnings arising out of the operations of the Canadian Wheat Board, 
2 Includes all government debt interest paid to persons. 
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In 1958 all components of personal income expanded and the total rose by 
6 per cent or somewhat faster than in 1957 to a level of $24.6 billion. The 
growth of $1,444 million in 1958 was $617 million in excess of the advance in 
national income and this was the second year in succession when greater buoyancy 
prevailed in personal income. The difference in the upward movement came 
about mainly as a result of disbursements made by governments. ‘Transfer. 
payments, which are not part of national income, rose very rapidly in 1958 and 
this increase contributed about 38 per cent to the expansion in personal income. 
Larger unemployment insurance and welfare payments as well as increased 
disbursements to farmers were instrumental in bringing about the advance of 
$545 million or 26 per cent in government transfer payments. This component 
accounted for about 11 per cent of personal income in 1958 and exceeded invest- 
ment income which had previously ranked second in importance next to wages 
and salaries. 


Compared to the previous year Canadians in 1958 saved more but spent 
less out of each dollar of income on consumer goods and services and similarly 
paid out less in direct taxes. The yield from succession duties and miscellaneous 
direct taxes remained practically unchanged from the level in the previous 
year and the decline in total personal direct taxes in 1958 was due to lower 
receipts from the personal income tax. Revenues from this latter source fell by 
$136 million or 8 per cent in contrast to the advance of $195 million or 13 per 
cent in 1957. The decline in yield came about despite the further rise in incomes 
and was a result of the reduction in tax rates which went into effect in 1957 and 
1958. 


DISPOSITION OF PERSONAL INCOME 


BILLIONS OF DOLLARS BILLIONS OF DOLLARS 
28.0 28.0 


PERSONAL DIRECT TAXES 


24.0 | 24.0 
=] PERSONAL SAVING mw 
r PERSONAL EXPENDITURE uw a 
ON TOTAL CONSUMER GOODS oe PERSONAL EXPENDITURE ON wil nen 
20.0 }— AND SERVICES f { CONSUMER DURABLE GOODS ml sees 20.0 
16.0 oe oe Sor 16.0 
12.0 12.0 
ae —— : 8.0 
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In 1958 personal disposable income, or income after payment of taxes, 
rose by 7 per cent compared with an increase of 5 per cent in 1957. The expansion 
of $1,574 million in disposable income in 1958 was about half as large again as 
the rise of $997 million in the previous year. About two-thirds of this increase 
in disposable income was used for the purchase of additional consumer goods 
and services, while the remainder took the form of higher personal saving. The 
level of personal saving is related directly to changes in assets and liabilities 
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such as variations in inventories, in holdings of liquid assets, in contractual 
payments for life insurance and in outstanding consumer debt, mortgage debt 
as well as loans from banks and other financial institutions. For example, 
in recent years the increase in personal assets has been offset to a considerable 
extent by increased consumer credit. In 1958 there was a further expansion 
in consumer credit but the increase was quite small. In 1958 saving out of 
current income rose by $629 million or from $1,467 million to $2,096 million. 
The increase in personal saving exclusive of the change in farm inventories was 
about twice as large as in the previous year. Personal saving exclusive of 
saving in the form of farm inventories amounted to 9.8 per cent of disposable 
income in 1958 compared with 7.6 per cent in 1957 and 6.4 per cent in 1956. 


TABLE 4 
DISPOSITION OF PERSONAL INCOME 


| | Prelim. 
ss 1955 1956 1957 1958 
; (Millions of Dollars) 
1. Personal direct taxes— 
(a) income taxes ELS de ES Le 1,297 1,495 1,690 1,554 
Kb) snebéssion duties: s7as.5. sees es © Dero ere 127 146 127 124 
kay “TeISCENAUEONS TAXES er ore ccicsse . eae 67 79 90 99 
Total direet taxesSi.cs esac as castes 1,491 1,720 1,907 Hela, 
2. Personal expenditure on consumer goods and 
services— 
Goods— ; 
Ra) NON-GUTA DIG: caate coe «juegos sw oct ete garelae oles 8,879 9,552 10,021 10, 462 
CE) dHEA Bless cae wth. no cde ee eee: Sars 2,284 2,406 2,414 2,490 
Serwrices hes ibis a ago sive dhs iota. sees oatde 6, 301 6,739 W008 7,761 
Total consumer expenditure........... 17,464 18,697 19,768 20,713 
3. Personal saving— 
(a) personal saving excluding farm inventories. 666 1,299 1,619 2,234 
(b) change in farm inventories..............-- 199 242 —152 —138 
Total personal saving................- 865 1,541 1,467 2,096 
4. Personal Income (1+2+3)........--.-+-eeeeeeee 19,820 21,958 23,142 24,586 


ae 


All main categories of consumer expenditures expanded in 1958. Consumer 
expenditures for durable goods rose more than in the previous year while out- 
lays for non-durable goods and for services increased somewhat less than in 1957. 
The growth of $441 million or 4 per cent in purchases of non-durable goods 
affected a large number of products including foodstuffs, tobacco and clothing. 
Expenditures for durable goods, which had remained largely stable in 1957, 
increased by $76 million or 3 per cent in 1958. The expansion was particularly 
pronounced in the fourth quarter of 1958 when an advance of 8 per cent brought 
total outlays to a level $248 million higher than in the same period twelve months 
earlier. The major factor was the sharp rise in sales of new motor cars. Outlays 
on services in 1958 rose by $428 million or 6 per cent compared with the advance 
of $594 million or 9 per cent in 1957. 


Source AND DISPOSITION OF SAVING 


Saving may be divided into three parts. In addition to personal saving, 
which is discussed in the preceding section, there are business saving and govern- 


ment saving. 
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In 1958 business saving declined slightly more than in the previous year 
and there was a large deficit instead of a surplus on government account. As a 
result of this and notwithstanding higher saving in the personal sector, the 
nation’s total saving fell by $549 million or 9 per cent in 1958 compared with a 
drop of $193 million or 3 per cent in 1957. 


TABLE 5 
SOURCES OF SAVING 


== 1955 1956 | 1957 | Prelim. 
1958 


(Millions of dollars) 


Persone] Saying. eos treeate selene ake re evar ere 865 1,541 1,467 2,096 
Business gross saving—total.........2..00.ccccenseees 4,106 4,547 4,519 4,488 
(a) Undistributed corporation profits......... 879 1,012 803 767 

(b) Depreciation allowances...............--- 3,163 3,515 3,722 3.725 

(c) Adjustment on grain transactions!........ 64 20 —6 —4 
Inventory valuation adjustment................-..6-- —217 — 260 —60 —34 
Adjusted government surplus (+) or deficit (—)?..... 86 3879 52 —1,046 
Residualerrorsot estimate accesses << cium en —14 12 48 —27 
TRG el licss-re ery oeayy seater areaha tore aie rate ere terseetorae vere 4,826 6,219 6, 026 5,477 


1 Accrued earnings arising out of operations of the Canadian Wheat Board. 
2 See Table 9. 
3 See Tables 1 and 2. 

Government saving is represented by the surplus of revenues over expendi- 
tures for all three levels of government combined. In 1957 saving by govern- 
ments amounted to $52 million but in 1958 there was a deficit and ex- 
penditures exceeded revenues by $1,046 million. These figures are calculated 
in accordance with National Accounts practice and reflect the adjustment of 
federal receipts to place corporate tax revenue on an accrual basis. Excluding 
the effect of this adjustment, which has no significance from a cash standpoint, 
government saving in 1957 actually amounted to $292 million while the deficit 
in 1958 amounted to $926 million. The change in government accounts from a 
surplus to a deficit over the two-year period represented an offset to the nation’s 
total saving equal to about twice the increase in personal saving in 1958. Almost 
all of this change took place in the federal accounts. Asin the previous year, there 
was an excess of expenditures over revenues on the provincial and municipal levels 
taken together but the deficit was substantially unchanged from the level in 1957. 


TABLE 6 
DISPOSITION OF SAVING 
a 1955 | 1956 1957 | Prelim. 
1958 
(Millions of dollars) 

Business gross fixed capital formation................ 5,210 6,774 iqgdeo 6,899 
Value of physical change in inventories............... 281 815 142 —386 

Surplus (+) or deficit (—) on current account with 
NON=NESICEUtS! 4. aes aisin clercistesroin ec eee ee —679 —1,358 —1,402 —1,063 
Residual rerrortyscc success ee ak ee ee 14 —12 —49 27 
“DOtal ec vomct cuits Sec ee 4,826 6,219 6,026 5,477 


1 Minor adjustments have been made to the figures appearing in Table 10. 
2 See Tables 1 and 2. 
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_ The largest part of the nation’s saving arises in the form of funds set aside by 
business enterprises for future expansion or re-equipment. In 1958 business 
saving declined by $31 million to a level of $4,488 million. Depreciation allow- 
ances, the largest item in this total, remained stable in 1958, but there was a 
further drop in undistributed corporate profits. This component of business 
saving declined by $36 million in 1958 compared to a decrease of $209 million in 
1957. In both years the reduction in retained earnings showed the effects of a 
lower level of corporate profits. The moderation in the decline of undistributed 
corporate profits in 1958 was mainly related to changes in the amount of divi- 
dends paid out which rose by $82 million in 1957 but fell by $58 million in the 
following year. 


In 1958 the deficit on Canada’s international current account amounted to 
$1,063 million, a decline of about 24 per cent from the record deficit in 1957. 
The imbalance on current account was more than matched by the inflow of 
capital from abroad and there was a sizeable increase in Canada’s reserves of 
foreign exchange. The net inflow of capital in the form of direct investment 
and as a result of security transactions was smaller than in 1957 but remained 
at a relatively high level. As in the preceding two years, proceeds from security 
transactions were the most important source of external capital. These trans- 
actions are treated more fully in the section on the International Balance of 
Payments. 


TABLE 7 
CORPORATION PROFITS, TAXES AND DIVIDENDS 
SS See ran ae 


== 1955 | 1956 1957 | Prelim. 
19 


(Millions of Dollars) 


Corporation profits before taxes including dividends 


PAIS GO MOD=TORIGOUUBY 6 osc aoage cs.c'e was 3 vides ow? 2,884 3, 246 3,009 2,820 
Deduct: corporation income tax liabilities........ —1, 280 —1,430 —1,320 —1,225 
Excess of tax liabilities over collections 170 58 — 240 —120 

‘Pas COUCCHIONUSY. coo oetee res aecacgesre 1,110 Lwole 1,560 1,345 

Corporation profits after taxeS.............:ceeeeeeeee 1, 604 1,816 1, 689 1,595 
Deduct dividends paid out?................0s008- —725 —804 —886 —828 
Undistributed corporation profits’...............+.5+- 879 1,012 803 767 


ee 


1 Includes depletion charges and is adjusted for losses, and for conversion to a calendar year basis. 
2 Includes charitable contributions made by corporations (See Table 3). 
3 See Table 5. 


INVESTMENT AND CAPITAL EXPENDITURES 


The rapid growth of capital investment during the postwar period was 
interrupted in 1954 and again in 1958. Although total private and public 
capital expenditures declined by $300 million or more than 3 per cent in 1958, 
outlays were higher than in any other year except 1957. The total amounted 
to $8,417 million, a level more than one-third larger than in 1955 when the 
extraordinary investment boom of recent years got under way. Between 1955 
and 1956 total capital expenditures as a proportion of gross national expenditure 
rose from 23.1 per cent to 26.6 per cent, a significant increase in the importance 
of investment activities in the Canadian economy. In 1958 capital outlays 
undertaken in all sectors constituted 26.2 per cent of gross national expenditure 
and, measured by this ratio, investment expenditures continued to underpin 
overall demand with much the same strength as in 1956. 
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PUBLIC AND PRIVATE CAPITAL EXPENDITURE 
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The decline from 1957, when spending on capital facilities accounted for 
27.8 per cent of total expenditures, was a result of diverse trends in the major 
components of capital investment. Business capital outlays fell by $813 million 
or 14 per cent in 1958 in contrast to the advance of $650 million or 13 per cent 
in the previous year. This downward movement reflects in part the completion 
of some of the large resource development projects undertaken in recent years. 
To some extent business investment intentions have also been affected by the 
existence of excess capacity, particularly in the forestry and mineral products 
industries, and by the slower growth in economic activity both at home and 
abroad. On the other hand, expenditures on social investment facilities including 
housing rose in 1958 by $513 million or 17 per cent, a significant increase over 
1957 when outlays in these sectors expanded by $31 million or one per cent. 
The renewed strength in housing, which began to exert a pronounced effect on 
investment activity in the latter part of 1957, accounted in 1958 for about 
two-thirds of the growth in investment in these fields. In 1958 combined 
capital investment in housing and social facilities was equal to about 43 per cent 
of total capital spending compared with 35 per cent in 1957. 

For the economy as a whole the changed pattern of capital outlays involved 
a further expansion in construction and a sharp fall in requirements for machinery 
and equipment. Expenditures on construction were $171 million or 3 per cent 
higher than in 1957 while purchases of machinery and equipment were $471 
million or 16 per cent below the level in the previous year. 

Except for agriculture and the service group, all major components of 
business capital investment were affected by the decline in outlays in 1958. 
In the primary sector, capital expenditures, which had remained approximately 
stable in 1957, fell by $224 million or 21 per cent in 1958. Although the decline 
in forestry was somewhat more than offset by the expansion in agriculture, 
investment in this sector was substantially lower than in 1957 because of sharply 
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reduced spending on mining, oil and gas well exploration and development. 
The total for this group, which almost doubled between 1955 and 1957, dropped 
by $244 million or 40 per cent in 1958. 


The largest decline occurred in outlays for manufacturing and this accounted 
for almost one-half of the fall in total business capital investment in 1958. The 
decline was spread over a large number of industries but was particularly pro- 
nounced in the paper products industry as well as the metal and mineral groups. 
Notwithstanding some moderate increases in the food and tobacco industries 
and in the petroleum products group, total investment in manufacturing dropped 
by $397 million or 27 per cent in 1958 in contrast to the advance of $85 million 
or 6 per cent in 1957. 


In 1957 the growth of $546 million in investment outlays by utilities 
accounted for the major part of the expansion in total business capital investment. 
In 1958 expenditures in this field fell by $173 million or 8 per cent to a level of 
$2,135 million. Heavy declines occurred in outlays for the generation of elec- 
tricity and for railway transportation. Extension of the telephone and gas 
distribution networks continued in 1958 and there were higher outlays for water 
transportation but the increase in expenditures for these purposes was rela- 
tively moderate. 


TABLE 8 
PRIVATE AND PUBLIC CAPITAL EXPENDITURE 


con . 1955 1956 1957 Prelim. 


(Millions of dollars) 


IAICOTGNTS AUC TSANG ccs osc es ce oo cece ae 426 488 434 469 
POrsete ye ae eds airaiars cote eet ode ac San cher 63 76 48 33 
Mining, quarrying and oil wells..................-45. 336 542 606 362 
STE 1h) bay Lt oa gee Ra rapa ee RRR OPC RTE a. 947 1,394 1,479 1,082 
Electric power, gas and water works............-...- 515 769 947 861 
Transportation, storage and communications......... 621 993 1,361 1,274 
Cisastricnion INGUBLTY ~- oc. << ocr s as ore nats mee 174 200 158 133 
Trade, finance and commercial services.........-.-.. 561 611 690 693 
WeasbstrhiOnn Wea yao oe See os Bake ee Shes a 408 402 454 490 
ET oER ee ne sore soars od MER owas Eres 1,397 1,547 1,430 1,781 
Government departments. ...... 5.00050. cena esse 796 1,012 1,110 1, 239 

Total Capital Expenditure!..................- 6,244 8,034 8,717 8,417 


Total Capital Expenditure as a percentage of 
Gross National Expenditure...............+- 23.1 26.6 27.8 26.2 


Index of total Capital Expenditure in Constant 
TOMBE © 2h Pe ik cisbiahissain’ nee: meee oie 100.0 122.0 126.8 120.2 


i ee 


1 For reconciliation with Business Gross Fixed Capital Formation in housing, plant and equipment 
in Table 2, see below. 


Prelim. 
1955 1956 1957 1958 
(Millions of dollars) 

Private AND Pusuic Caritau Expenpirure—Table 8..... 6,244 8,034 8,717 8,417 
Depuwct: 

Provincial hospitals and schools, and municipal schools 213 222 246 255 

Government housing excl. C.M.H.C. rental housing... 19 21 21 19 

Direct government department ONtIAV Ris: co wasaet 796 1,012 4,110 1,239 

Ceara ee heats scene eee te aie tans reser cere aen 6 5 5 5 
Busrtness Gross Fixep Carrrat FORMATION IN HovusIna, 

PLANT AND EqurepMENT—Table 2.......---++++++ee00 5,210 6,774 7,335 6,899 


Ne 
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In the service sector, total capital expenditures in 1958 remained at approx- 
imately the same level as in the previous year. Stability came about as a 
result of offsetting trends, with higher outlays for the financial and related 
groups on the one hand and lower capital spending by the wholesale and retail 
trades as well as commercial institutions on the other hand. 


In 1958 the largest expansion in capital spending took place in housing and 
the increase in outlays amounted to $351 million or 25 per cent. Investment 
in social capital facilities rose by $162 million or 10 per cent in 1958, an increase 
comparable to the advance in 1957. The major part of this expansion in 1958 
came about as a result of the growth of $129 million in capital expenditures by 
government departments. Investment in this field increased faster than in 1957, 
whereas capital outlays by institutions, which rose by $36 million in 1958, 
advanced at a somewhat slower pace than in the previous year. ‘There were 
further and substantial additions to university facilities together with a fairly 
pronounced increase in investment expenditures for hospitals and moderately 
higher outlays for schools as well as churches. 


REVENUE AND EXPENDITURE OF ALL GOVERNMENTS 


This section includes only those government transactions which have 
relevance for the National Accounts, and consequently the surpluses or deficits 
shown here differ from those shown in the various public accounts. In partic- 
ular, corporate taxes have been adjusted to an accrual basis. In the calendar 
year 1957 the adjustment was large and reduced revenues by $240 million. In 
1958 the adjustment was much smaller and reduced revenues by $120 million. 
Exclusive of this adjustment which has no relevance from a cash standpoint, 
the surplus for all levels of government in 1957 actually amounted to $292 
million while the deficit in 1958 amounted to $926 million. This shift from a 
substantial surplus to a large deficit, which began during 1957 and reached a 
peak in the second quarter of 1958, had a sharp impact on the economy and was 
a significant factor in support of economic recovery. ‘The deficit in 1958 was 
equal to the addition of about 3 per cent to overall demand. 


The greater part of the deficit arose in the federal accounts. In the calendar 
year 1958 federal expenditures increased by $739 million or 14 per cent while 
federal receipts, exclusive of the adjustment for the accrual of corporation taxes 
mentioned above, declined by $473 million or 8 per cent. As a result there was 
a deficit of $745 million in contrast to the surplus of $467 million in 1957. On the 
combined provincial and municipal levels, expenditures rose by $401 million 
or 11 per cent while revenues increased by $395 million or 11 per cent and the 
deficit amounted to $181 million in 1958 compared with $175 million in 1957. 


The economic effects of fiscal operations are not determined solely by 
revenues and expenditures. The expansionary or restrictive influence of govern- 
mental operations depends in part on changes in loans and investments. In 
this sector the federal accounts in 1958 also exerted a substantial and positive 
impact on the economy since payments in respect of loans and investments 
exceeded receipts by a large margin. 


Approximately 60 per cent of total expenditure at all three levels of govern- 
ment was made for purchases of goods and services in 1958. The expansion in 
total outlays on goods and services was about the same as in 1957 and amounted 
to $382 million or 7 per cent. The increase in federal expenditures accounted 
for about 29 per cent of the overall growth. The fairly moderate advance in the 
federal share came about because of different trends in defence and non-defence 
outlays. Defence expenditures fell in 1958 by $109 million or 6 per cent and this 
decline offset one-half of the substantial rise in federal civilian outlays. In the 
two years since 1956 defence expenditures have declined by 8 per cent and reached 
a level of $1,659 million, the lowest since 1951, while total expenditures on all 
levels of government have risen by about 22 per cent to a high of $10,199 million. 
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As a result defence costs played a progressively less important role in the 
budgetary structure and in 1958 absorbed 16 per cent of combined government 
expenditures compared with 22 per cent in 1956. Federal civilian outlays on 
goods and services rose rapidly in 1958 and the expansion of $218 million or 23 
per cent was more than double the growth in 1957. The total amounted to 
$1,172 million in 1958 and accounted for about one-fifth of overall expenditures 
on goods and services by all governments. In 1958 the increase in outlays on 
goods and services by provincial and municipal governments was only slightly 
less than in the previous year and amounted to $273 million or 9 per cent. The 
total accounted for about 53 per cent of overall expenditures on goods and 
services by all governments in 1958. At the federal level as well as the provincial 
and municipal levels, there was a marked growth in investment outlays in 1958 
and this reflects the continuing backlog of demand for social capital facilities. 


GOVERNMENT EXPENDITURES ON GOODS AND SERVICES 
AS A PERCENTAGE OF GROSS NATIONAL PRODUCT 
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In the years since 1945 total expenditures for all governments combined 
rose by 96 per cent while transfer payments more than tripled during the same 
period. The expansion in this category of governmental outlays was partic- 
ularly rapid in 1958 and the total advanced by $596 million or 21 per cent 
compared with the increase of $336 million or 14 per cent in 1957. The growth 
in federal transfer payments accounted for about three-quarters of the overall 
expansion in 1958. Federal outlays which began to rise significantly in 1957 
expanded approximately twice as fast in 1958 and reached a level of $2,440 
million, about 24 per cent higher than in 1957. The legislative changes intro- 
duced in 1957 to bring about more generous social security benefits, including 
higher family allowances and larger old age pensions, were 1n effect for only 
part of that year but resulted in substantially increased payments for the full 
twelve months of 1958. The growth in the number of persons recelving the 
bulk of social security payments also contributed to the rise in total disburse- 
ments. In addition, a special acreage payment to Western grain farmers was 
made in 1958. However, higher unemployment was, as 1n the previous year, 
the most important factor in the expansion of federal transfer payments and led 
to significantly larger disbursements from the unemployment insurance fund. 
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TABLE 9 
GOVERNMENT TRANSACTIONS RELATED TO THE NATIONAL ACCOUNTS 


ate, 1955 1956 sos7ne| GEmea 
2 (Millions of Dollars) 
GOVERNMENT REVENUE— 
Direct Taxes—Persons...........0ceceeeeeeeeeeeees ” 1,491 1,720 1,907 1,777 
Income— 
MOC ORL: fists dc soereeein eet see ROC eke eer 1, 269 1,461 1,652 1,509 
Provancial'and: Munieipaléis, -. aeaies eee oe. 28 34 38 45 
Succession Duties— 
Med eral, eran. ee ace ae ere ie eer eerMe aco 55 88 69 70 
Provincial ca soa Seok «Pe eee aa ote 72 58 58 54 
Miscellaneous— 
Ped eral). 22.2 c/kaastennee Alene eee eee th tte Sete 1 1 1 i 
Provincial and eViiniGips inne ere eerie 66 78 89 98 
Direct Taxes—Corporationss. ©... kes cece ecm ene 1,280 1,430 1,o20 1225. 
Income— 
Hederal er at a: cake ie ei a Ewe cane ae ee 1,218 aos 1,106 980 
PrOViNCial Loko. yeah aires Others eee ote ner oe 62 77 214 245 
Other Direct Taxes— 
Withholding taxes—Federal...................05- 67 68 83 48 
Indirect, Paxes sy sasc so eRe Cale ee ee 3,317 3,722 3,910 3,957 
Pederales win st aero) cree 1,744 1,972 1,990 1,912 
Provincia band eViiunicipale.ertes stint acre oe 1,573 1,750 1,920 2,045 
Investndentilncomescseceatiamn oe Rien nie een cee 742 819 824 920 
Bederal<soxc heme een 2 cuales en tae 267 315 268 294 
Brovincialvand Mumicipally.|.2- pee ar ee ae 475 504 556 626 
Employer and Employee Contributions to Social 
Insurance and Government Pension Funds........ 449 490 547 568 
Heceral! Soe cane, oe ie soe eee eee 310 347 376 378 
Provincialtand Municipal sag. eee ee 139 143 171 190 
Transfers from Other Governments— 
Provincialvand Municinales: ..weeeren = ote 450 481 520 658 
TotaliBevenue: :o:ccwcs 1 ed Ss SE 75796 8,730 9,111 9,153 
RECEral eae tae eh CR CT ee SIE CCC 4,931 5,605 5, 545 5,192 


Provincial and Miumicipal cesses ene aoe ce: 2,865 OyL25 3,566 3,961 
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TABLE 9—Concluded 
GOVERNMENT TRANSACTIONS RELATED TO THE NATIONAL ACCOUNTS 


cial! Prelim. 
1955 1956 1957 1958 
GovERNMENT ExpENDITURE— ase rl et ot 
Peat Pine ery ICON lass ofce oes ards cs es See Nee 4,780 5, 266 5,612 5, 994 
Federal— 
Preleamey, « 1ee US wSie | 2c < Pea doers wade! Hee 1,756 1,800 1,768 1,659 
Non-defence...... Ae To bre Snail Gee 742 871 954 1,172 
PYOVICIAL GNC MUDIOIDAL. 220.0452 4 aed cee agu > 2,282 2,595 2,890 3, 163 
PES SIGD PAI OUED 5650608 Scyiste situs angn sre ete 2,401 2,483 2,819 3,415 
pederal... 232.4... 2 ERY Gee hg Pa oat Watches ae Ry 1,720 1,740 1,970 2,440 
Provincial and Municipal....................5- 681 743 849 975 
SE To boo ae a Ay a A ie Pe ee ae ee 79 121 108 132 
Podioral oo. 00sec see eee se de nee ne celeste eres 75 118 106 128 
Provincialiand, Municipal <2. [6s s 2.5 J<<3s ek 4 3 Zz 4 
Transfers to Other Governments— 
Breve y fo 58 ANS Re gees ER) MESES SSG o Sotlogs 450 481 520 658 
SIRE ERD MCEDUTO Cs «eric Soren siete ees cect aes ha GAL 8,351 9,059 10,199 
Tie th. ane, es eee roo. 4,743 5,010 5,318 6,057 
PYOVINCIAL SDA WLUNICIPAl. 05. coc ese ee ee ot 2,967 3,341 3,741 4,142 
Surplus (-+-) or Deficit (—)........:.........-.-. ae 86 379 52 —1,046 
BSS eI G gieraws sass elo k aie tue sea 188 595 227 —865 
Provincial and Municipal.................-+-+: —102 —216 —175 —181 
Total Expenditure plus surplus (or minus deficit). 7,796 8,730 9,111 9,153 
i Stet PNW ee ere el thee Bie ee nares Beers Se 4,931 5, 605 5,545 5,192 
Provincial and Municipal................+2206: 2,865 3,125 3,566 3,961 


ee eet ee ee 


1 Reconciliation with Public Accounts Surplus or Deficit shown below. 


Prelim. 
1955 1956 1957 1958 
(Millions of dollars) 
Federal Government calendar year surplus for national 
accounts PUFPOSES.........--...0e eee eee eee ences +188 +595 +227 —865 
Adjustments: 
Difference between calendar and fiscal year.......... —11 —305 +73 +409 
Difference between corporation tax accruals and 
government receipts. ....-...- ESA ees | tek eee es —170 —58 +240 +120 
Revenue items omitted......-.....-++-+++: satepasiies +21 +37 +68 OF 
Reserves, write-offs and similar items omitted from 
expenditure, ....... 202-2 se. eee an eee teens cess ess —110 —137 —249 — 223 
Shipment of military equipment to NATO countries 
less replacement. ty desbheie Contes. ey es zd baleen +2 +22 +32 +188 
Extra-budgetary funds for pensions and social insurance 
(net) i ia ud Re cy : SL AR eee —30 —151 —69 +267 
Adjustment to place debt interest ona ‘due date’’ basis +7 +8 —12 —24 
Other adjustments. .......----eeeeeeeceeree ee rertees —49 —44 —52 +68 
Federal surplus for fiscal year as per public accounts. —152 —33 +258 —38 


(1954-55) (1955-56) (1956-57) (1957-58) 
re 


68260-9—64 
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In 1958 federal transfer payments accounted for about 40 per cent of total 
federal government expenditures compared with 37 per cent in 1957. At the 
provincial and municipal levels transfer expenditures are relatively less impor- 
tant and accounted for about 23 per cent of total outlays in each of the years 
1957 and 1958. Disbursements by provinces and municipalities were $126 
million or 15 per cent higher than in 1957 and reached a level of $975 million. - 
Larger grants to private non-commercial institutions absorbed about one-half 
of the expansion in 1958. 


The increase in federal subsidies in 1958 came about mainly because of the 
higher cost of the agricultural stabilization programme. Federal transfers to 
other governments rose sharply in 1958 and reached a level of $658 million. 
The advance of 27 per cent compares with increases of 8 per cent in 1957 and 7 
per cent in 1956. Several factors contributed to the rapid growth in 1958. 
There was a substantial increase in tax rental payments to the provinces. More- 
over, the Atlantic Provinces’ Adjustment Grant was instituted by the federal 
government in 1958. In addition, federal participation in provincial hospital 
insurance schemes began in 1958 and the federal share in the cost of this pro- 
gramme led to a sizeable expansion in payments to the provinces. 


On the revenue side, taking into consideration all levels of government, the 
yield from direct taxes declined in 1958 and this was partially offset by the sight 
rise in receipts from indirect taxes, the continued expansion in investment 
income and the further growth in contributions to social funds. The drop in 
direct personal tax revenue was mainly due to lower payments under the federal 
personal income tax. Yields from this revenue source declined by $143 million 
or 9 per cent in 1958 in contrast to the increase of $191 million or 13 per cent in 
1957. The difference in the trends for the two years was largely due to reductions 
in tax rates and came about notwithstanding the rise in personal incomes. 


Federal cash receipts from corporation income taxes rose moderately in 1957 
and reached a level of $1,346 million. In 1958 federal revenues dropped sharply 
to a level of $1,100 million. In both years there was a pronounced decline in 
corporate earnings but in 1957 revenues continued to expand and advanced by 
$51 million whereas in 1958 federal receipts fell by $246 million. The major 
factor underlying the diverse movements in the two years was the lag between 
corporate earnings on the one hand and corporate tax payments on the other 
hand. Thus, the drop in corporate earnings from the high level of 1956 was 
only gradually reflected in tax revenues received during the intervening period. 
In 1958 there was a rise of $31 million or 15 per cent in revenues from the corporate 
income tax levied by Ontario and Quebec. The Ontario tax applied only for 
part of the calendar year 1957 but was in effect throughout 1958 and this was the 
ee ies bringing about the growth in provincial revenues from this source 
in 1958. 


Revenue from indirect taxes collected at all levels of government rose by 
$47 million or one per cent in 1958 compared with the increase of $188 million 
or 5 per cent in 1957. In both years combined provincial and municipal revenues 
were more buoyant than federal receipts from indirect taxes. The yield from 
these tax sources in the federal field remained relatively stable in 1957 and 
declined in 1958 by $78 million or 4 per cent to a level of $1,912 million. This 
came about mainly because receipts from customs duties and from excise taxes 
were lower in 1958 than in the previous year. The downward movement in 
collections from these major revenue sources was partly a reflection of prevailing 
economic conditions which led to a reduction in imports and was partly a result 
of further exemptions from sales tax introduced in 1957 and 1958. Provincial 
and municipal revenues from indirect taxes, although advancing at a slower 
rate than in recent years, continued to expand in 1958 and reached a level of 
$2,045 million. About two-thirds of the growth of $125 million in receipts was 
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due to the increased yield from the municipal real estate tax. Provincial 


collections from the gasoline tax, the retail sales tax and other miscellaneous 
taxes rose moderately in 1958. 


__ Investment income of provincial and municipal governments rose by $70 
million or 13 per cent in 1958 compared with an increase of $52 million or 10 
per cent in the previous year. On the federal level, income from investment, 
following the decline of $47 million or 15 per cent in 1957, recovered somewhat 
and expanded by $26 million or 10 per cent in 1958. There were offsetting 
gains and declines in most of the individual components and totalincome advanced 
in 1958 mainly because the United Kingdom resumed payments on the loan 
made by Canada under the 1946 Canada-United Kingdom Financial Agreement. 


BALANCE OF INTERNATIONAL PAYMENTS 


For the year 1958 as a whole our sales and purchases abroad conformed to 
the pattern which began in 1957 when the change in the economic climate, both 
at home and in the world at large, had a pronounced effect on Canada’s inter- 
national transactions. Merchandise exports, which previously provided a strong 
stimulus to economic growth, rose only moderately in 1957 and remained 
approximately stable in 1958. Merchandise imports, following a period of 
striking expansion, declined in 1957 as a result of diminishing pressure on supplies. 
A further drop of 8 per cent took place in 1958. The average level of prices for 
commodity exports as well as for commodity imports remained substantially 
unchanged in 1958 so that there was little difference from the previous year in 
the terms of trade, that is, the ratio of export prices to import prices. 


The marked decline in merchandise imports was instrumental in bringing 
about a reduction of roughly two-thirds in the commodity trade deficit in 1958. 
The deficit amounted to $174 million compared with $579 million in 1957 and a 
record level of $728 million in 1956. However, the imbalance on non-merchandise 
transactions continued to grow in 1958 and this tended to offset, to some extent, 
the decrease in the trade deficit. As a result the current account deficit of 1958 
was $288 million below the level of 1957 and amounted to $1,112 million. 


BALANCE OF INTERNATIONAL PAYMENTS 


ay OF DOLLARS BILLIONS OF eee 
8.0 be 8.0 
6.0 |— ¥ | i in Z 6.0 
| # ya Y 
4.0 -— GD 7 a Yy Y Y Yj 4.0 
2.0 t— : 
Y OY Y Y U} 
Ee ee ee Ee En eee 
nae es a a or 
2.0 L eS : Bae ee eo Bo ietet ee Sree 
‘, oe : ee ie od od eee ie se 
6.0 4 a " m 6.0 
sep ay a OTHER BALANCE 8.0 
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TABLE 10 
INTERNATIONAL PAYMENTS: CURRENT ACCOUNT 


nj 1955 1956 1957 Prelim. 


(Millions of dollars) 


CurRENT ReEcEIPTS— 


Merchandise exports (adjusted)!................. 4,332 4,837 4,909 4,890 
Gold availableforexports. seks ee eet 155 150 147 160 
Traveliexpend uresa a aevern semtea: act haa eae ea 328 337 363 3D2 
INterestranG GiVIGeNGSi nent coe ect smear 160 142 149 161 
rer bbrandslipping are trent eee err 398 457 431 389 
Inheritances and immigrants’ funds.............. 86 99 124 91 
Other current receiptseoncoeiccs cee ec een 391 442 395 337 
Total Current Receipts................ 5,850 6,464 6,518 6,380 

CURRENT PAYMENTS— 
Merchandise imports (adjusted).................. 4,543 5,565 5,488 5, 064 
‘navel Expenditures #4 iiwisagers Uk coke bids das on See 449 498 525 544 
riteresh. and GiviGends* snk cre arcs ime 483 523 593 594 
MTree Ne ANC VS RIPPING a ie cree tes eer eee 415 502 506 447 
Inheritances and emigrants’ funds................ 105 115 122 131 
Othericurrent pay mMenvs peer eeaoe eae ene 553 627 684 712 
Total Current Payments............... 6,548 7,830 7,918 7,492 
Balance on Merchandise Trade..............+.+++++-: —211 —728 —579 —174 
Balance on.other iransactionSs..js00e nd seer eee —487 — 638 —821 —938 
Current Account Balance......................005- — 698 —1,366 —1,400 —1,112 


1 Aid to NATO countries under Defence Appropriation Act has been excluded. 


EstTIMATED GEOGRAPHICAL DISTRIBUTION OF THE Net BALANCE ON CURRENT ACCOUNT 


Prelim. 
aa 1955 1956 1957 1958 


(Millions of dollars) 


Between Canada and— 


United States een cs oo toe OC ere ene —1,035 —1, 639 —1,551 —1, 204 
Wnited sine dom: to. a cette eee ere nie 330 252 142 130 
Restiotthewstenlane Area a5 eerste meee 60 48 9 66 
Other OHEC Combines... ees eee eee 24 17 29 50 
OtheriCountries sy seco se ere eee eee eee —77 —44 —29 — 154 

AlbkCountries:. ..i5....% pee eee —698 —1,366 —1,400 —1,112 


It is interesting to note that for the first three-quarters of 1958 the trade 
deficit actually amounted on the average to $104 million, seasonally adjusted at 
annual rates. In the fourth quarter of 1958, commodity exports rose by about 
5 per cent but commodity imports increased at a significantly faster rate and 
expanded by 9 per cent. These developments in the latter part of the year led to 
a widening of the imbalance on trading account. As a result the merchandise 
deficit in the fourth quarter of 1958 amounted to $384 million, at seasonally 
adjusted annual rates. 


The value of merchandise exports in 1958 amounted to $4,890 million 
compared with $4,909 million in 1957. There were widespread declines in 
Canadian sales abroad for some commodities as well as substantial gains for 
others. The drop in exports was particularly pronounced for products such as 
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petroleum, iron-ore, copper, nickel, primary and semi-finished steel as well as for 
pulp and newsprint. Offsetting movements took place in a number of other 
commodities and large increases occurred in shipments of uranium, aircraft, wheat, 
beef cattle, farm implements and natural gas. 


__ The value of merchandise imports fell from $5,488 million in 1957 to $5,064 
million in 1958, a drop of $424 million. The downward movement in purchases 
from abroad was associated with the lower level of business investment in 
Canada and this was particularly felt in reduced imports of machinery and 
equipment as well as iron and steel products. There was also a notable decline 
in imports of petroleum and other fuels. However, the further growth in 
consumption in 1958 was reflected in a somewhat higher level of imports of 
consumer goods. 


The excess of payments over receipts on non-merchandise transactions rose 
from $821 million in 1957 to $938 million in 1958. The increase of $117 million 
in the deficit was almost entirely the result of a 7 per cent decline in non- 
merchandise receipts since total payments scarcely differed from the level in the 
previous year. A number of factors contributed to the lower level of Canadian 
earnings from invisibles. There was a substantial drop in receipts from freight 
and shipping partly due to the decrease in exports of bulk commodities and partly 
because of a fall in shipping rates. The sharp drop in immigration in 1958 was 
accompanied by a reduction in funds brought in by immigrants. United States 
expenditures in Canada on defence installations were also lower than in 1957. 
The relative stability in total non-merchandise payments was a reflection of 
offsetting movements in the individual components. There was a sharp decline 
in the cost of freight and shipping mainly as a result of lower imports and this 
was balanced by higher expenditures on all other major accounts. 


The trend in our commodity trade with the United States was the most 
significant factor in the reduction of Canada’s overall current account deficit in 
1958. Although merchandise exports to the United States fell by one per cent, 
merchandise imports declined much more drastically and the drop actually 
amounted to 12 per cent. Asa result the imbalance in our commodity trade was 
substantially reduced and the deficit fell by $413 million to a level of $534 million 
in 1958. Although the deficit with the United States on non-merchandise 
transactions rose by $66 million, most of the shift on commodity trade was 
reflected in the overall current account balance and the total deficit declined from 
$1,551 million in 1957 to $1,204 million in 1958. 


Both exports to and imports from the United Kingdom rose by $19 million 
in 1958 and the balance on trade remained unchanged. However, there was 
some increase in our deficit on non-merchandise transactions. As a result the 
current account surplus with the United Kingdom was somewhat smaller than 


in the previous year. 


Exports to other Commonwealth countries increased by about 22 per cent 
in 1958 mainly because of a pronounced expansion in shipments to India. Imports 
however declined by 12 per cent. These developments brought about a 
substantial increase in the current account surplus with other Commonwealth 


countries. 


The moderate increase in Canadian sales to Europe was more than offset 
by a lower level of shipments to Latin America as well as to Japan and exports 
to all other countries fell by 7 per cent in 1958. At the same time imports rose 
by about 2 per cent and these changes, together with an increase in the deficit 
on non-merchandise transactions, led to a sizeable current account deficit in 1958. 
This was markedly different from 1957 when an approximate balance prevailed 


in our transactions with all other countries. 
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TABLE 11 
INTERNATIONAL PAYMENTS: CAPITAL MOVEMENTS 


am, 1955 1956 1957 Prelim. 


: (Millions of dollars) 
Direct-investment in Canadas. ..t.eccceaeersc cere wens 417 583 520 400 


Directnvestmentiabrosds acnscesnccccecet eee —74 —104 —65 —15 
Canadian securities— 

Trade. in: OULStanG ING ISSUCS jacicle otisre stersvets cnererencie sper —27 199 94 89 

ING: ISSUCS eters hte aca cisisic serie uatoreaerenne meeEnene ee 166 667 790 666 

RRebirements jane csetrel ei eaciceorons te ais aiotate Ghent s wee aeaye oie — 184 —141 —137 —104 
Foreign: securitiesies fet tee ens seia te. eee oe te ee —6 2 19 29 
Toans by, Gov t.ot Canada Drawings tects tcrsroarster | etereie: oteretciats te | sia fece rere stone aiell elatsrersielel wales —34 

Repayments ia.a: sess 69 69 50 64 
Canadian dollar holdings of foreigners................ 89 —24 —34 105 
Official holdings of gold and foreign exchange (increase, 

BES A a, IE AR ONO WR AP AMR NAS Ee J caae 5 0 44 —33 105 —109 
Othericapitalemovementss... 4.2: taste ee eres 204 148 58 21 
Net capital movement financing current account 

Dalanmeelty sth Vee. Lk is ACR Serie ee ek eee 698 1,366 1,400 1,112 


In 1958 special loans and grants were made to a number of Commonwealth 
Colombo Plan countries. Asa result, there was a substantial increase in exports 
financed from aid funds and the major part of this increase consisted of wheat 
shipments. 

In 1958 the net inflow of capital into Canada was smaller than in 1957 
but the total remained at a high level. Direct investment from abroad 
declined by $120 million but at the same time Canadian direct investment in 
other countries fell by $50 million. The net capital import through international 
security transactions amounted to $680 million in 1958 or $86 million less than 
in the previous year. Sales of new Canadian issues to non-residents were lower 
by $124 million but, as in the two preceding years, remained the most important 
single source of external capital. Net sales abroad of outstanding Canadian 
issues declined by $5 million while the net inflow of capital from transactions in 
foreign securities rose by $10 million. At the same time, redemptions of foreign- 
held Canadian securities were $33 million lower than in 1957. There was also a 
decline in 1958 in the net inflow of funds on account of all other capital 
movements. None the less, total net capital imports were sufficient to finance 
our deficit on current account and Canada’s foreign exchange reserves rose in 
1958. At December 31, 1958, our reserves amounted to $1,939 million, expressed 
in U.S. funds, compared with $1,828 million at the same date in 1957. 

TABLE 12 


CANADA’S OFFICIAL HOLDINGS OF GOLD AND U.S. DOLLARS 
AS AT DECEMBER 31 


— 1955 | 1956 | 1957 | 1958 


(Millions of U.S. Dollars) 


OL GM 5 Seo ha Se apse g eat eyes suats cee Rear Te oe 113329 TLOSE3 1,100.3 1,078.1 
Wise EDOM ATS yaar sianrectent shtzsle elon ee eee oe 692.0 798.0 691.5 794.1 
Other Government of Canada Accounts.............- 74.9 34.9 36.5 66.9 


Total Gold and U.S. Dollars............... 1,900.8 1,936.2 1,828.3 1,939.1 
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Apart from some interruption in the late summer of 1958, the exchange 
value of the Canadian dollar rose during the year. For December, 1958, the 
average rate of exchange for the United States dollar was 96.46 compared with 
97.74 for December, 1957. The upward trend was reversed in early 1959 and 
there was some decline in the exchange value of the Canadian dollar. 


EMPLOYMENT AND EARNINGS 


In the absence of any marked change in output, total employment in 1958 
remained relatively stable. The average number of persons with jobs in 1958 
amounted to 5,722,000 or 24,000 persons below the level reached in the previous 
year. This decline of less than one-half per cent, although quite moderate, 
contrasted with the expansion in employment of 2.6 per cent in 1957 and 
4.2 per cent in 1956. The labour force participation rate in 1958 was sub- 
stantially the same as in the previous year but the pronounced drop in immi- 
gration was more than offset by population growth in the active age groups and 
as a result there was a further expansion in the labour force. It is estimated that 
124,000 persons entered the labour market in 1958, a rise of 2.1 per cent compared 
with the expansion of 3.8 per cent in 1957 and 3.1 per cent in 1956. This in- 
crease in the labour force accompanied by the lack of additional employment 
opportunities resulted in a substantial growth in unemployment. However, apart 
from seasonal movements, unemployment ceased to rise after mid-1958 and 
began to decline in January, 1959. 

In 1958 agricultural employment fell by 4 per cent, a reduction of 32,000 in 
the number of persons with jobs in this industry. The major part of the decline 
was a reflection of the movement from rural to urban occupations which has been 
evident throughout the postwar period. It is estimated that in 1958 some 26,000 
persons left the agricultural labour force compared with 30,000 persons in 1957 
and 44,000 persons in 1956. 


THE LABOUR FORCE 
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In 1958 there was a further rise in the number of persons with jobs in non- 

agricultural occupations but the increase was quite small and averaged 8,000 

persons. The fractional growth of less than one-half per cent in non-agricultural 
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employment compares with a gain of 176,000 persons or 3.6 per cent in the 
previous year. On a seasonally adjusted basis, non-agricultural employment 
reached a peak in September, 1957, and subsequently declined by 1.4 per cent 
to a low point in February, 1958. This was followed by irregular gains and in 
December, 1958, non-agricultural employment was only slightly below the high | 
point reached 15 months earlier. 

The pattern of employment for the main industrial groups reflected, on 
the one hand, a declining trend in the goods producing sector, and on the other 
hand, a continued upward movement in the service industries. A sharp fall in 
employment occurred in the forestry industry. There were also declines in 
mining, manufacturing and construction. Except for transportation, storage 
and communication, gains in employment continued in all the service industries 
although the expansion was smaller than in 1957. 

For the year 1958 there were on the average 405,000 persons without 
jobs and seeking work compared with 257,000 persons in 1957 and 180,000 
persons in 1956. Unemployment in 1958 as a proportion of the labour force 
was higher than in any other postwar year and amounted to 6.6 per cent compared 
with 4.3 per cent in 1957 and 3.1 per cent in 1956. At the seasonal peak of 
unemployment in 1958 the increase over the previous year amounted to 252,000 
persons without jobs and seeking work. At the seasonal low point the increase 
over 1957 numbered 107,000 unemployed persons. At the end of 1958 the 
gap had narrowed to 48,000 persons. In contrast to 1957 when unemployment 
at the end of the year was larger than at the start of the year, there was a 
slackening in the growth of unemployment during 1958, and the number of 
persons without jobs in December was lower than at the beginning of the year. 
In February, 1959, the number of persons without jobs and seeking work was 
virtually unchanged from the previous month and on a year-over-year comparison 
there was a decline in unemployment. 


TABLE 13 
THE CIVILIAN LABOUR FORCE 
ANNUAL AVERAGES 


(Thousands of persons) 


Civilian abou borceceee eee eee 5,610 5,782 6,003 6, 127 
Male: ecimou Rerctoc ee ney ee ee eee 4,341 4,436 4,570 4,634 
Fem ale set inns Wins deever: case eres tee dae EE 1, 269 1,346 1,433 1,493 
Non-Agricultural ..: 52. s.d.ases cutetaeses ones seme 4,785 5,001 5, 202 tp 402 
Agricultural tes tea aeons arn te ee 825 781 751 725 
Persons without jobs seeking work............... 232 180 257 405 
Persons swith jobs .ees ces ee ee eee 5,378 5,602 ' $5746 5, 722 

In Non-Agricultural Industries............... 4,560 4,826 5, 002 5,010 
Paid: Workers ie cutee oc eer 4,041 4,303 4,460 4,481 
Employers, own account workers and 

unpaid family workers............... 519 523 542 529 

ImeA ericnl ture sata eee 819 776 744 712 
Raid Workers)... occ ere ee eee 106 102 96 97 
Employers, own account workers and 

unpaid family workers............... 713 674 648 615 


_ After a long period of steady growth, labour income, on a seasonally adjusted 
basis, began to fall in September, 1957, but the decline was moderate and the 
expansion in wage and salary payments was resumed in February, 1958. Labour 
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income rose with few interruptions and stood at a new high in December, 1958, 
about 5 per cent above the low point reached 11 months earlier. For 1958 as a 
whole total wage and salary payments rose by 2 per cent compared with increases 
of 73 per cent in 1957 and 11 per cent in 1956. As in previous years, the higher 
level of labour income was shared by a larger number of paid workers. In 1958 
there was a rise of 22,000 in the number of paid workers and average annual 
earnings on a per capita basis amounted to $3,534, a gain of $61 or 1.8 per cent 
compared to the increase of $132 or 4 per cent in 1957. Higher rates of pay were 
instrumental in bringing about the improvement in per capita earnings in 1958 
since there was some decline from the previous year in the average number of 
hours worked per week. In manufacturing average hourly earnings rose by 
3.6 per cent compared with 5.6 per cent in 1957 and this trend is indicative of 
the slow-up in pay rate increases over a wide area of the economy. The advance 
in per capita earnings in 1958 failed to keep pace with the rise in consumer 
prices and there was a slight decline in real income. 


In 1958 higher earnings in the form of salary and wage payments were 
concentrated in the service industries. In this sector of the economy labour 
income rose by about 6 per cent compared with the advance of 10 per cent 
in 1957. The growth in labour income for public utilities, governments, finance 
and related groups was somewhat more buoyant than for the service sector as 
a whole. There was a decline in wages and salaries paid out in the major goods 
producing industries, except in agriculture. Labour income in the forestry 
industry was about one-fifth lower than in 1957. Earnings in construction 
fell by 5 per cent whereas the drop in labour income for manufacturing and 
mining was less pronounced and ranged between one and 2 per cent. 


MONETARY AND CREDIT DEVELOPMENTS 


In Canada as well as in the United States, the change from economic 
recession to recovery during 1958, and the excess of government expenditures 
over government revenues, had important effects on monetary and credit 
conditions. The attitude of the investing public in both countries underwent 
a significant change towards the middle of the year and there was a fall in bond 
prices in North American capital markets notwithstanding the substantial 
increase in the money supply which took place. The course of events in Canada 
was influenced, to a large extent, by developments in the United States. 


The Canada Conversion Loan 1958 was an important event in Canadian 
financial developments during the year. The sale of longer-term bonds to the 
public in exchange for their holdings of shorter-term Victory Loan issues was 
the largest financial operation ever undertaken in Canada and brought about 
the conversion of over 90 per cent of the $6,416 million of eligible issues. The 
Conversion Loan, which was announced in July and concluded in September, 
had the effect of lengthening the term to maturity of outstanding Government 
of Canada issues from just over six years to somewhat more than ten years. 
This reorganization of the government debt structure was designed to provide 
an improved base for future government financing operations and to assist 
in the orderly development of the Canadian money market. 


Following the decline from the levels reached in the summer of 1957, 
interest rates in Canada increased again in the second half of 1958. The upward 
trend in yields for three-month treasury bills was particularly pronounced and 
rates rose from a low of less than one per cent in July to 3.56 per cent in Decem- 
ber, 1958. During the succeeding two months, yields remained relatively 
stable but rose again in the latter half of February, 1959. The change in rates 
for medium-term Government of Canada bonds followed a similar pattern. 
The yield on the 2$ per cent issue of June, 1967-68 stood at 4.48 per cent in 
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TABLE 14 


YIELDS ON GOVERNMENT SECURITIES 
CANADA AND THE UNITED STATES 


ee ee eee ee ee 
EE 


pee Sere ew tert. Bank diate 
ee Treasury Bills’ 


Canada U.S. Spread!|Canada U.S. Spread?| Canada U.S. Spread | Canada U.S. 


1955— 
WIR Ro ie Be Sacto 3.14 2.84 30 2.84 2.65 19 1200 2000 1,50' p28.50 
UTS cere 3.14 2.83 31 2.87 2.75 12 1.3f  elooly — 7, ii 1,00" Lavo 
September........ Sead 2299 28 3.08 2.90 18 Le(8t G2 OM ——2 32 2.00 2.25 
December.........| 3.44 2.94 50 3.42 2.86 56 2.60 2.59 Ol 2.75 2.50 
1956— 
WE @d she neon cee = 3.37 2.94 43 3.30 2.88 42 2.62 2.37 25 2.75 2.50 
JUNG. sah + ecieieeinsraais 3.38 2.94 44 3.40 2.90 50 2.67 2.58 09 3.00 2.75 
September........ 3.76 3.28 48 3.81 3.33 48 3.05 2.77 28 3.25 3.00 
December.........| 3.88 38.34 .O4 4.00 3.39 -61 3.59 3.27 32 3.84 3.00 
1957— 
Marcher amacectrc 3.92 3.27 65 4.06 3.35 71 3.73 3.24 49 3.98 3.00 
JUNO eeu es ose 4.16 3.52 . 64 4.49 3.70 79 3.79 3.26 -53 4.04 3.00 
September........ 4.33 3.67 . 66 4.71 3.82 89 3.93 3.63 -30 4.18 3.50 
Decembers-.-. = 3.79 3.27 52 3.66 3.04 62 3.64 3.14 -50 3.89 3.00 
1958— 
Marchi. aera eer 3.83 3.28 55 3.56 2.87 69 2.42 1.53 89 2.67 2.25 
JUNO Sc ene eala sess 3.81 3.22 -59 3.39 2.81 08 1.78 0.95 83 2.03 1.75 
September........ 4.09 3.79 30 3.67 3.62 05 Bult» 261 744 2.42 2.00 
December’. 2.5.2 |) 4420) ool -61 4.48 3.83 65 3.56 2.90 . 66 3.81 2.50 


1Canada 31%, Oct. 1/79. U.S. 34% June 15/78-83. Wednesday nearest 15th of month. 
2Canada 23% June 15/67-68. U.S. 23% Dec. 15/63-68. Wednesday nearest 15th of month. 
3A verage tender nearest 15th of month. 


December, 1958, compared with 3.39 per cent in June, 1958. There were further 
increases in 1959 and in early March the yield rose to 4.79 per cent. Relatively 
more stability prevailed in the market for long-term government bonds and the 
yield of the 3% per cent issue of October, 1979, had reached in December, 1958, 
a level somewhat above the previous peak reached in 1957. The yield rose 
further in 1959. The Bank of Canada discount rate, which is set on the basis of 
one-quarter per cent above the average tender rate for treasury bills, increased 
to 3.81 per cent in December, 1958. At the beginning of April, 1959, the Bank of 
Canada discount rate stood at 4.58 per cent. 


Interest rates for provincial, municipal and industrial bonds, following 
the decline from the levels reached in the third quarter of 1957, also increased 
during the latter part of 1958 and early 1959. In February, 1958, the prime 
commercia] rate charged by the chartered banks was lowered to 5} per cent 
and remained at this level until March, 1959. 


The decline from the peak in 1957 was more pronounced for Canadian 
medium- and long-term interest rates than for comparable United States rates 
so that spreads between Canadian and United States rates narrowed somewhat. 
The upturn of interest rates after mid-1958 was at first much sharper in the United 
States and the differential was substantially reduced. The situation was reversed 
in the fourth quarter of 1958 and in general the spreads in December were wider 
than at the same time in 1957. Some further widening in spreads occurred in 
February, 1959. 


The amount of funds obtained by provinces and municipalities from net 
new bond issues at home and abroad increased by $163 million in 1958 but this 
was more than offset by the reduction in corporate borrowing. As a result total 
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net bond issues of provinces, municipalities and corporations declined by $168 
million to a level of $1,602 million compared with $1,770 million in 1957 and 
$1,570 million in 1956. Net issues of corporate stocks, which reached a peak of 
$688 million in 1956, continued to decline for the second successive year and 
amounted to $290 million in 1958. Corporate bond issues were concentrated in 
the first half of 1958, whereas equity funds played a larger role in corporate 
financing during the latter part of the year and about one-half of total new 
stock issues were placed in the fourth quarter. 


For all levels of government, the amount of new bond issues sold abroad 
rose above the 1957 level. As in the previous year, the proportion of funds 
raised in foreign markets was particularly large in the case of municipal borrow- 
ing. On the other hand, new corporate bond issues sold to non-residents de- 
clined sharply in 1958 and accounted for about one-third of corporate net bond 
issues compared to one-half of corporate net borrowing in 1957. As a result 
of these trends, total net new bond issues sold abroad declined in 1958 by $77 
million. Total net new bond issues sold to non-residents amounted to $538 
million and less than one-third of total sales took place in the second half of 
1958. 


Action by the Bank of Canada led to a substantial increase in the cash 
reserves of the chartered banks in 1958. The increase in cash reserves of the 
banks was reflected in the expansion of $1,277 million in total bank assets and 
over two-thirds of this increase took the form of additional purchases of govern- 
ment securities. The total of other liquid assets rose only moderately since 
the increase in some categories was partly offset by lower holdings of day-to-day 
loans, call loans and net foreign assets. About one-fourth of the growth in 


TABLE 15 


CHARTERED BANK ASSETS 
(month-end figures) 


ee 
SS 


Changes! 
As at 
— Dec. 31 Calendar Years 
1958 
1955 | 1956 | 1957 | 1958 
—_ (Millions of dollars) 
t Vs Wale) sraco1 ts Cae ee ee 1,001 49 42 —16 135 
oc aha Beg neg % if 28 i ae Bn TEE I TONE 123 13 —7 136 —87 
rey DUIS. = iy iacc sre cate 5 )e vos bie viv oern salen ola nial as 950 67 313 65 145 
Reb piaitGl hoe en ce eee ee an Oe ni seen 2,074 129 348 185 193 
Pe ee ane eerie ees 2,562 —321 —957 44 727 
+ erent been? Dan JOU, oe oe 116 36 —20 35 —75 
Net foreign assets”. .........0..eceecvesceeeececees 88 —41 6 41 —55 
Total of foregoing assets.........-+-++> 4,840 —197 —623 305 790 
i day-to-day and call 
* ote coma ahaa a ac A aa 5,296 759 532 ug 2 
Insured mortgages. .........2ceee cece ener ere eeeees 790 s 
Non-Government securities. .......+-++eeeeeeeeees 1,164 228 —58 —8 202 
Total of above assetS.......-.+.+++055 12,089 1,009 50 504 1,277 


1 istics for the different periods in this table comparable certain approximate adjust- 
ie x cng tg aa te pH changes in loans and investments. The 1956 figures have been 
adjusted for the reclassification of foreign currency loans from Canadian loans to net foreign assets which 
was made in the returns of the banks to the Department of Finance, and the 1957 figures for the | 
in the allocation of inner reserves consequent upon the change in the method of valuing Government an 
provincial securities required in the returns of the banks to the Department of Finance. 

Total foreign currency assets less total foreign currency liabilities. Excludes foreign currency securi- 


ties issued by Canadian borrowers. 
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total bank assets was accounted for by increased investment in insured mort- 
gages and in non-government securities. 


For the year 1958 as a whole, the demand for loans rose only moderately 
and bank loans other than day-to-day and call loans increased by $82 million 
compared with the expansion of $114 million in 1957 and the growth of $532. 
million and $759 million in 1956 and 1955 respectively. There was approxi- 
mate stability in.combined lending to provincial and municipal governments 
but loans to grain dealers declined by $61 million. Instalment finance companies 
increased their bank indebtedness but this was more than offset by a decline in 
the outstanding amount of commercial paper issued by these institutions. In 
the latter part of 1958, general loans rose above the level in the previous year 
and in December, 1958, the total amounted to $4,138 million or $75 million 
higher than at the same date in 1957. Personal loans expanded throughout 
1958 and for the year as a whole the increase amounted to $173 million. Loans 
to farmers and to financial as well as social institutions also rose whereas bank 
advances to industry, to merchandizers and to some of the service industries 
declined in 1958. 


TABLE 16 


GENERAL PUBLIC! HOLDINGS OF CURRENCY, BANK DEPOSITS, AND 
GOVERNMENT OF CANADA SECURITIES AS AT DECEMBER 31 


=== 1955 1956 1957 1958 


(Millions of dollars) 


Currency—notes'and (Coin. nee oon nine ison 1,550 1,605 1, 667 1,781 
Bank deposits— 
Deposits other than personal savings deposits?.... . 3,697 3,580 3,725 4,303 
Personalisavanes- deposits... 4s oa eee 5,633 6,007 6,108 6,844 
(Totalebankia@enposits ice eee eee ee 9,330 9,587 9,833 11,147 
Government Securities— 
Market:secunl ties os.ctataarn. rier tne on ty oe eee 6,536 6, 225 6,045 6,073 
INon-market securibies*er pan ma saree eee er 2,433 2 Al 2,649 2,895 
Total government securities.............. 8,969 8,766 8,693 8,968 
MO vAlelTuiciasSetsaes vedere ies eerie 19,849 19,958 20,193 21,895 


1 Includes all holdings other than those of the banking system and the federal government and 
government accounts. 


2 The deposit balances of religious, educational and welfare institutions and personal accounts used 
mainly for business purposes were reclassified from ‘‘personal savings deposits”’ to ‘‘other notice deposits”’ 
as at September 30, 1957 in the returns of the banks to the Department of Finance. The figures prior 
to September 30, 1957 are thus not comparable with those since that date. The amount of deposits 
reclassified was approximately $140 million. 

Holdings by the public of currency, bank deposits and Government of 
Canada securities expanded in 1958 by $1,702 million compared with the advance 
of $235 million in 1957. Holdings for all the main classes of liquid assets rose 
in 1958. The growth of $1,314 million in bank deposits accounted for the major 
part of the overall increase. Holdings of government securities at the end of 
1958 were $274 million higher than at the same date in the previous year. Sub- 
stantially larger holdings of Canada Savings Bonds were mainly responsible for 
the upward movement in the amount of government securities held by the public. 
However, the relatively moderate advance of $28 million in holdings of market 
issues hides substantial fluctuations which occurred during the course of 1958. 
There was a decline of $482 million for the first nine months of 1958 and this 
was followed in the fourth quarter by the addition of $509 million to the holdings 
of market securities by the public. 
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The total amount of Federal Government direct and guaranteed securities 
outstanding increased by $1,251 million in 1958. Comparing holdings at the 
end of 1958 with holdings at the same date in the previous year, there was an 
increase of $1,086 million in the amount of this debt held by the banking system 
and an expansion of $274 million in the amount held by the general public. 
This was partly offset by a decrease of $109 million in government accounts. 


PRICE TRENDS 


The upward movement in the consumer price index which began in mid- 
1956 continued with few interruptions in 1958. In the fourth quarter of 1958 
consumer prices were 2.4 per cent higher than in the same period a year earlier. 
This compares with an advance of 2.6 per cent for the twelve-month period 
ending in the fourth quarter of 1957. For the year 1958 as a whole the average 
level of consumer prices increased by 2.6 per cent or less than in 1957 when a 
rise of 3.2 per cent occurred. The upswing in retail prices during 1958 was 
accompanied by a more or less stable trend in wholesale prices for the first nine 
months of the year. This was followed by some rise in the wholesale index 
beginning in the fourth quarter of 1958 and in February, 1959, wholesale 
prices were 1.4 per cent higher than a year earlier, 7.7 per cent above the 
low point of recent years reached in October, 1954, but were 5.3 per cent below 
the high point of the post-war years reached in mid-1951. In both years, 1958 
as well as 1957, there was only a fractional increase in the average annual level 
of wholesale prices. 


TABLE 17 
CONSUMER ’'PRICE INDEXES 
1949 =100 
— Total Food 
1 oe anny ee a ee Oe ee rE Mab Sha. of Cir ns SUC oc 116.4 ple AS | 
at See ee ae ane Seana aioe eer Ere Peon mca mt rm er a cd 118.1 113.4 
TI i cca Sia SaIPE EN GA ew te W, SIERRA is NY i AN et RETO SP co Rete ce teeta 121.9 118.6 
RR ee 2 SR oe od eee t=. aisscormens 1 eaudleweke os ocellayetgeioun ite fo mer Totten oelenens 125.1 122.1 
OR A a ee ce AE bie nics OSE SEO ec nT nea IER WC 123.4 119.4 
nes dle a, , MRR chew eceis srncmars ree 0b a eroliena. iss eivtles tec vretanstaceaters 123%) 119.9 
Wi asetit BURT. 8 2 occ age bend dans Su Ghote nace Cen emit eee 124.3 121.3 
Tre | be eg tors ence Penne Dire rere er arr anne CREST DEINE IG 125.2 123.4 
BAG Roce ce os 08 | Siinpiee os Budbinc gn 3: us S69 Ween oie eee eee 125.1 122.7 
Witte: 8, MMS. ccna Cee anc cain dead ah oad agp mad aater semen 125.1 122-7 
ee OO & leans EMM PNeE yey ir f. 124.7 121.4 
ARTE hs bho nissan eo wht POUR ORAS SF ER ANNE IAT HT Te eee ree ee 125.2 122.6 
Baptern ber es oo. ing. hv i vcnc cde ane Fane DRE TRAITS ee dae HORN AER EEAAESD 125.6 122.9 
PGE ER cz os ai doch cin Melee ws we Mew Wow oe 2 ataiaials anya Mtaueae Neo ora ete manera eee 126.0 123.4 
MT OWaTADEE ilo. aco Ae ce he bac Aa DAI Et hae a de AA ae FA eae A eT oemMete ee 126.3 123.2 
BipeeI Der el <p thc ee eo AT Re Hose Non Hates» SEI ae Tee RAE LOMO Ee 126.2 122.2 
WHS anuary.. fAloe in cw ay «deren sna dante ba nans wowed s éhten sa Teme nen Ir Ose UA 126.1 122.3 


BEDrGATV. te cns = coh ees wedded annie meses AES Lonrinha sees ewe nee 
Are. Midekc< ocak Mane ends AINA cae adds Sua Fa RATIO ALES TREA OS TERRORS 


The consumer price index rose during the first four months of 1958 from 
123.4 in January to 125.2 in April. There was a decline in the succeeding three 
months and the index stood at 124.7 in July. The upward movement was 
resumed in August and consumer prices reached a high of 126.3 in November. 
Slight declines occurred in the next four months to 125.5 in March, 1959, 
which left the index at a level one per cent higher than in the same period a year 
earlier. For 1958 all major components of the index followed an upward trend. 
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INDEX WEN Dee leee 
ry | 120 
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lois = i INDEX — 105 
100 Es we 100 
Sigs = 95 
sof fae —_+— 19° 
| 
fe) 10) 


J J J J J J J J J 
1949 1950 1951 1952 1953 1954 1955 1956 1957 1958 
MECHANICALLY CONVERTED TO COMMON BASE 


The largest increase occurred in the cost of services where prices rose by close to 
4 percent. The average level of food prices in 1958 was up 3 per cent compared 
to the advance of 4.6 per cent in 1957. However, in March, 1959, food prices 
were 1.1 per cent lower than a year earlier. Canadians had to pay more for 
shelter in 1958 and the index rose by 2.6 per cent. More moderate increases 
took place in the other two components, clothing and household operations. 


TABLE 18 
WHOLESALE PRICE INDEXES 
(1935-39 =100) 
Fully and 
General Chiefly Canadian 
—_— Wholesale Manu- Farm 
Prices factured Products 
Goods 

LOD Dien R a cise zeta cha erere us tora ate nic sya aioe SA aha ear a ener 218.9 224.5 212.6 
a RTT Rees pemcn ener VOR. 8 eee ERS MRM cor WRT RR Clever Re aay Maa elon 225.6 2oleb: 214.2 
LODE EFS Boinx cole SURE Me ec ies Sores yeysraslong ered Se ae Ae eS NSE ee eo ene 227.4 237.9 210.8 
TOBE Sees, toy erin dee eee as eto case ake OPER IA ce 227.6 238.3 2165 
1958— January eset oc. teauictide eter eee 226.8 D3 libs 208.4 
Hebrusr yas suscit sas eee ee eee 220d 238.4 214.0 
March. s:sssdnun sca era ys casi thse o Sembee west serene 228.1 238.3 220.6 

PADY ESE chine re sk ee a abnich ae eae a Te eee. 227.9 238.5 22287 

1 ESR eh aE OP REREAD MIA LAA A Se Rea eR AA eR oiC 228.1 238.4 22351 

UNG 52 Re Ne Fro Ace ars cere ae ae ee ee 227.4 238.0 PRA ls 

PUY. Sok oa raie 5, shcersba erie eT ae ee Re ae 227.0 237.8 219.4 

AU QUStR Wo re eres oe eer ene rete eur near ney ie tere 226.8 238.0 215.9 
Septem ber: 3h: a6k es eo 5 ene Diyala 238.3 21S) 
October Ms. keh noha carcass ee ee ee Ate eae 226.9 238.0 211.8 
Novemiberr<:3:. (SoA) 3:6 de ee Sen eee 228.5 238.6 VA VPA! 
December iano ceases ee rae eet 229.1 239.4 217.6 

1959 —-Janitary’, «dd So ine vette elk eee Sere ee ee eater 229.7 240.6 DAW Ear 
Pe Hruarys £3! sh 2 hoe ke vie Cee ME een ieee 230.8 241.3 215.4 


Nore: 1958 indexes are preliminary. The Canadian Farm Products index is fully revised only up to 
July 1957 and does not reflect final payments on all grains for subsequent months. 
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The United States consumer price index also reflected the continued upward 
trend in prices. The index registered an average increase of 2.7 per cent for 
the year 1958, an advance comparable to the movement in Canadian consumer 
prices. Food prices in the United States levelled out in the second half of 1958 
but for the year as a whole the index was 4.2 per cent above 1957. 


During the twelve-month period to December, 1958, wholesale prices rose 
by 1.3 per cent whereas for the year 1958 as a whole the general index remained 
practically unchanged from the level in 1957. This difference came about 
mainly because of the strengthening in wholesale prices which occurred in the 
fourth quarter of 1958 in contrast to the decline in the same period of 1957. A 
pattern similar to the trend in the general index prevailed in the broad industrial 
categories of wholesale prices. In a year-over-year comparison prices fell in 
1958 except for manufactured products. The decline was particularly pro- 
nounced for industrial materials and metals. However, in the latter part of 
1958, the indexes for all the major industrial classifications stood at a higher 
level than a year earlier. The sharpest recovery occurred in prices for non- 
ferrous metals and raw materials. In 1958 there was also a substantial advance 
in prices for Canadian farm products. 
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Part II 


REVIEW OF GOVERNMENT ACCOUNTS 
1958-59 


1. INTRODUCTION 


The figures presented in this Part for the fiscal year 1958-59 are preliminary 
and subject to revision. The fiscal year of the Government ended on March 31 
but the books must remain open for some time after that date to record various 
adjusting entries and to take into account all payments up to and including 
April 30 made on account of expenditures originating in and properly chargeable 
to the fiscal year 1958-59. The final figures when they become available next 
August may vary to some extent from those given in the following pages. 


2. HIGHLIGHTS OF GOVERNMENTAL FINANCIAL OPERATIONS 
DURING 1958-59 


The following table summarizes the financial operations of the government 
for the fiscal year and indicates how the budgetary and non-budgetary trans- 
actions, together with changes in the unmatured debt, affected the government’s 
cash balances. In the sections entitled ‘‘The Budgetary Accounts” and “The 
Cash Position’’ a more detailed explanation of these transactions is given. 


TABLE 1 
(in millions of dollars) 


Fiscal year ended March 31 
SUMMARY OF BUDGETARY AND Non-BuDGETARY TRANSACTIONS 
AND CHANGES IN CasH POSITION 1959 1958 
(estimated) 


Budgetary transactions— 


Revenues— 
BU ae sr ee i Enna hess chee ep raic vars ates aire onaed Conran none cai 4,274 4,623 
IWRC coc coer sine eres ararvoro mpi ora mio’ orebamaneie ence Sn eraniatens) wo reneten tee 496 426 
4,770 §, 049 
Expenditures— 
TIGRONCG) ok Sor ote eho ts ko ITE + Pe ieelate een alain oatrache hata sanete aun hare —1,437 —1,687 
aN OncaeLONCe 25.).. Pakbiie pisls aoe Gale dana os wherereid wie Wie aletohae Ota a sietetaiees —3,950 —3,400 
—§, 387 —6,087 
MD STOTE AC anh ey see, ceaiace sos ole ws s7aleleietai bag elobaaore Selatan oc slats arora melon otal otalatoceic —617 —38 
Non-budgetary transactions— __ ; 
Receipts and credits (excluding unmatured debt transactions)— 
Repayments of loans, investments and working capital advances 103 119 
Net government annuities account receipts.......-.-.++++s+es 58 58 
Net insurance and pension account receiptS.......+.+.++eseeeees 523 231 
Net sales of investments of unemployment insurance fund....... pe “ 
-budretary ZOCCIDES. .dcccmssrawispie ba base owe Se pom 
Other non-budgetary p Pa Pe 
Disbursements and charges (excluding unmatured debt trans- 
actions)— ; } 
Loans, investments and working capital advances...........+-- —882 —351 
Net payments from the unemployment insurance font: > Jace —242 —131 
Net payments from special defence accounts........--+++++++++5 —218 — 8 
Other non-budgetary disbursements..........+.0++eeeeeee eens ee e = 
Net amount required for (—) non-budgetary transactions.......... —646 —157 
Overall cash requirements (—) to be financed by an increase in debt or 
decrease in cash balances.........-.. Pi am —1, 263 ~—165 
Net increase in unmatured debt outstanding in the hands of the public.. 1,429 
Net increase or decrease (—) in Receiver General bank balances....... 166 —165 


I 
“) Less than $500,000. 
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Budgetary transactions 


Revenues of the government for the fiscal year ended March 31, 1959 
amounted to $4,770 million. This was $120 million or about 3 per cent more than 
last year’s budget forecast as revised on August 13, 1958 to $4,650 million and 
$278 million or 6 per cent less than the total of $5,048 million collected in 1957-58. 


Expenditures amounted to $5,387 million and were $37 million or less than 
1 per cent more than the budget forecast as revised on September 6, 1958 to 
$5,350 million to take into account the special wheat acreage payments and other 
commitments arising out of the further supplementary estimates, and $300 
million or 6 per cent more than the total spent in 1957-58. 


On the basis of these figures the deficit for the fiscal year was $617 million 
compared with the Minister’s revised forecast on September 6, 1958 of a deficit 
of $700 million and a deficit of $38 million for 1957-58. 


On the revenue side of the government’s budgetary operations collections 
have shown a decline from the previous year. This was due partly to the fact 
that the general level of activity and production in the economy was some- 
what less than in 1957-58 and partly to the tax reductions announced in Decem- 
ber, 1957 and June, 1958. Although receipts from excise and succession duties 
and non-tax revenues exceeded those of the previous year, these increases were 
more than offset by reductions in the receipts from personal, corporation and 
non-resident income taxes, excise taxes and customs import duties. 


On the expenditure side defence was again the most significant feature in 
the government’s programme. In 1958-59 defence expenditures amounted to 
$1,437 million, a decrease of $250 million or 15 per cent from the preceding year 
and represented 27 per cent of the government’s total budgetary outlay. For 
the most part this decrease is due to the policy announced in the budget speech 
of June 17, 1958 of liquidating the balance in the national defence equipment 
account during the fiscal year. Equipment purchases totalling $212 million 
were charged to the account during 1958-59 compared with $24 million in the 
previous year. In 1957-58 defence expenditures amounted to $1,687 million 
and constituted 33 per cent of the total. 


Non-budgetary transactions 


Although the budgetary deficit for 1958-59 was $617 million, the govern- 
ment’s bank balances at the end of the fiscal year were $166 million greater than 
a year ago. This increase in cash balances was the net result of budgetary 
requirements of $617 million, requirements of $882 million for loans, investments 
and working capital advances and of $878 million for other non-budgetary dis- 
bursements offset by non-budgetary receipts and credits of $1,114 million from 
repayments of loans and investments, annuity, insurance and pension accounts 
receipts and other non-budgetary sources and an increase of $1,429 million in 
outstanding unmatured debt. 


Old age security fund 


Pension payments from the old age security fund amounted to $560 million 
and tax receipts credited to the fund totalled $376 million, and the deficit of 
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$184 million for the fiscal year was covered by a temporary loan by the Minister 
of Finance to the fund. During 1957-58 pension payments amounted to $474 
million and tax receipts credited to the fund to $372 million resulting in an excess 
of pension payments over tax receipts of $102 million which together with the 
remainder of the 1956-57 deficit of $2 million was charged to expenditures in 
1957-58 under the authority of a vote of parliament. Parliament has authorized 
the writing-off to expenditure in 1958-59 temporary loans of $184 million out- 
standing at March 31, 1959. 


Debt transactions 


During 1958-59, the government issued securities amounting to $9,286 
million (excluding the refunding of treasury bills which mature periodically) 
and redeemed or converted issues in the amount of $7,973 million, resulting in an 
increase of $1,313 million in unmatured debt. As other liabilities increased by 
$488 million the government’s gross public debt increased by $1,801 million to 
$20,220 million at March 31, 1959. During the fiscal year the government’s 
net assets increased by $1,161 million to $8,534 million. As a result the govern- 
ment’s net debt at March 31, 1959 was $11,686 million, the increase of $640 
million reflecting the budgetary deficit for the fiscal year of $617 million plus 
an adjustment of $23 million in respect of prior years transactions. 


Cash position 


Receiver General bank balances increased $166 million during the fiscal year 
as net budgetary and non-budgetary requirements totalled $1,263 million and 
outstanding unmatured debt (after taking into account transactions in the 
securities investment and sinking fund accounts) increased by $1,429 million. 


3. THE BUDGETARY ACCOUNTS 


Total revenues, amounting to $4,770 million for 1958-59, were $278 million 
less than the total for the previous year. Total expenditures were $5,387 
million, an increase of $300 million over the total for 1957-58. The deficit for 
the fiscal year was $617 million compared with $38 million for the previous year. 


TABLE 2 


BupGetaryY REVENUES, EXPENDITURES AND SuRptLus ork Dericit 


(in millions of dollars) 
2 


' Budgetary Budgetary Surplus or 
Fiscal year ended March 31 revenues | expenditures | deficit (—) 


eee aie FF ann eeS Same: AIR: A PET 4,123.5 4,275.3 —151.8 
ee Oe ee wclanncnevh’ GPRM 4,400.0 4,433.1 — 33.1 
yah 2a RES Se, ape CREME SPR ate a 5,106.5 4,849.0 257.5 

setegueecaceessesasnesseaenenaesornansconesssss 5,108.5 4,849.0 _ 257-5 
i deetbaee cid edchaosucveeritwahantan~>n< nd aoarss 4,770.8 5,387.4 —616.6 
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A. REVENUES 


Budgetary revenues were $4,770 million in the fiscal year 1958-59. This 
was $278 million or 6 per cent less than in the previous year. Of the total 
revenues for the year, $4,274 million, or 90 per cent, was derived from taxes and 
$496 million or 10 per cent from non-tax revenues. 


TABLE 3 
Bupgetrary RevENvES BY Mayor Sources 


(in millions of dollars) 


Fiscal year ended March 31 


; oe Increase or 
ource hut eee 1958 decrease (—) 


Amount | Per cent | Amount | Per cent | Amount | Per cent 


Tax revenues— 
Income tax— 


PpPRCHIR Db. Sani ce kaki e Ss elwen otereers 1;371.0 28.8 | 1,499.8 29.7 | —128.8 — 8.6 
ROOPOEMEION lee coer she oe tapas 1,029.0 21.6 1,234.8 24.5 —205.8 —16.7 
On dividends, interest, etc., going 
BEETLE oe de ce eters aie Sais w wid aids onele 60.0 1.3 64.3 es — 4.3 — 6.7 
Excise taxes— 
SEAL Ors) ee eee 694.0 14.5 703.2 14.0 — 9.2 — 1.3 
PP ION nn oe ra Pietenie aint cice. sacs aiwria sine aS 242.4 5.1 249.4 4.9 — 7.0 — 2.8 
Customs import duties... ..6sc.ss0e 486.0, 10.2 498.1 9.9} — 12.1 — 2.4 
etn (WIGS occa cob sluice Uameina os ose sm geo 6.6 300.1 5.9 17.5 5.8 
BHACERSION CUBICH: abc charade cpise9s aenus 73.0 1.5 71.6 1.4 1.4 2.0 
Mer TULCH OE Ae ye cree wa ieleteats 30% ees RSS We see cs. TBO SE, es ees — 0.3 — 20.0 
4,274.2 89.6 4,622.8 91.6 —3848.6 — 7.6 
Non-tax revenues— 
Return on investments.............5.- 224.6 4.7 169.4 3.4 55.2 32.6 
OBESE sk. tc 5. Oakes alae eee ROE wat alae 156.0 es 152.9 3.0 3.1 2.0 
Other non-tax revenueS.........+0200- 116.0 2.4 103.7 2.0 12.3 11.9 
496.6 10.4 426.0 8.4 70.6 16.6 
Total FEVERUCE. «62560 ce eee 4,770.8 100.0 | 5,048.8 100.0 —278.0 — 5.5 
wim) ee a a Ee ee 
1958-59 1957-58 
(estimated) 
@) Excluding tax credited to the old age security fund— 
2% personal income tax........eeeeeeee rece e ee ereeeceeeceeeeees 148.0 135.0 
2% corporation income tax......ceseceeeeeseereceeeseeesasneeees 55.0 60.7 
2% sales taX.....ccscscevecsecereennceessrscenececcesresscueees 173.0 175.8 
376.0 371.5 


(1) TAX REVENUES 


Tax on personal incomes 

The personal income tax was again in 1958-59 the largest source of govern- 
ment revenue, the yield (excluding the old age security tax) being $1,371 million. 
The decrease of $129 million or 9 per cent from the previous year was more than 
accounted for by the reduction in rates and the increase in exemptions for 
dependents which became effective in 1958. 


In addition the 2 per cent tax on personal incomes levied under the Old Age 
Security Act yielded $148 million. The maximum tax 1s $60 per person. This 
revenue was credited to the old age security fund. 


68260-9—7 
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Corporation income tax 


The corporation income tax (excluding the old age security tax) yielded 
$1,029 million in 1958-59 and was the second largest revenue producer. The 
decrease of $206 million or 17 per cent from the previous year was largely due to 
lower corporate profits in 1958. It is estimated that $12 million of the decrease 
resulted from the tax change announced in December, 1957 which increased the 
first bracket subject to the lower rate of tax from $20 thousand to $25 thousand. 


In addition the 2 per cent tax on incomes of corporations under the Old Age 
Security Act yielded $55 million which was credited to the old age security fund. 


Taxes on interest, dividends, rents and royalties going abroad 


Revenue under this heading is derived from taxes withheld on payments of 
interest, dividends, rents, royalties, alimony and income from estates and trusts 
made to non-residents. The decrease of $4 million from the previous year 
reflected lower corporate profits in 1958 and because some large refunds were 
made to adjust overpayments of tax in previous years. 


Excise taxes 


Included under this heading are the revenues from the general sales tax and 
the special excise taxes levied on a wide range of manufactured products. 


The most important tax levied under the Excise Tax Act from a revenue 
standpoint is the sales tax. The decrease of $9 million or 1 per cent in receipts 
(excluding the 2 per cent old age security tax) from the previous year reflected 
the new exemptions announced in the 1958 Budget which it is estimated reduced 
revenue by $7 million. 


The 2 per cent tax on sales levied under the Old Age Security Act and 
credited to the old age security fund yielded $173 million compared to $176 mil- 
lion in the previous year. 
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Excise taxes other than the general sales tax were $7 million or 3 per cent 
less than in the previous year. 

The reduction in the tax on automobiles from 10 per cent to 7} per cent on 
December 6, 1957 and reduced sales of automobiles during the year resulted in 
revenue from this source declining $12 million. In addition refunds increased by 
$3 million over the previous year largely as a result of refunds made to automobile 
dealers on account of automobiles on hand at the time of the tax reduction in 
December 1957. 

These declines in revenue were partly offset by increases of $7 million from 
the taxes on tobacco products and $2 million from the taxes on television sets, 
radios, tubes and phonographs. 


Customs import duties 


The decrease of $12 million or 2 per cent in customs import duties reflects 
the decrease in the volume and value of imports during the year. 


Excise duties 

Excise duties are levied only on alcoholic beverages and tobacco products. 
(Additional taxes on tobacco products are levied under the Excise Tax Act 
referred to above.) The collections from the taxes on alcoholic beverages, 
before deducting refunds, were $181 million, an increase of $9 million over the 
previous year. The gross receipts from the taxes on tobacco products amounted 
to $141 million, an increase of $9 million. 


Succession duties 
The revenue from this source for,the year amounted to $73 million and as 
for the previous year was affected by collections from two unusually large estates. 


Other taxes 

Most of the revenue under this heading was received from the special 
taxes on the export of electrical energy from Canada, but a small amount was 
also received from the tax on the export of furs from the Northwest Territories. 


PRINCIPAL SOURCES OF TAX REVENUES 
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(2) NON-TAX REVENUES 


Non-tax revenues for 1958-59 were $497 million, $71 million or 17 per cent 
more than the 1957-58 total of $426 million. 


TABLE 4 


(in millions of dollars) 


Fiscal year ended Increase or 
March 31 decrease (—) 
Non-Tax REVENUES Teo 
5 
(estimated) 1958 Amount Per cent 

Return On MMVesumMenUSa ss eerie: eee eter 224.6 169.4 55.2 32.6 
POstiOHiGGg.aene nos omnes oe ae tee tree ee 156.0 152.9 Saat 2.0 
Refunds of previous years’ expenditures...... 32.9 28.1 4.8 died! 
Services and service feéS.............200c008 IAS if 22.6 3.1 13a 
Proceeds from sales. ssencoc nos oer sa eee PAY 22.3 —1.2 —5.4 
Privileges, licences and permits.............. 26.1 19.3 6.8 2601 
Bulliontandscomace sn... - ates sire erent > 4.6 5.0 —0.4 —8.0 
Premium, discount and exchange............. 2.0 ne Ont 53.8 
Other Peis ae ssid oie le wera ehas. Herero ereiate 3.6 5.1 —1.5 —29.4 
496.6 426.0 70.6 16.6 


Return on investments 


Payments from Crown corporations were $38 million more than in the 
preceding year due largely to an increase of $20 million in the profits of the Bank 
of Canada for 1958 transferred to the Receiver General over those for 1957 and 
an increase of $12 million in interest payments received from Central Mortgage 
and Housing Corporation. 


TABLE 5 


(in millions of dollars) 


Fiscal year ended 
March 31 Increase 
RETURN ON INVESTMENTS TO or 
1959 1958 decrease (—) 
(estimated) 


Loans to, and investments in, Crown corporations— 
iBank of" Canada-—protiis. pereerceen te cinen tes asc ete 
@anadian Harmeloane boardeeerereeerniice vee aiacesis scr 
Canadians National’ ivalliva ySermeemae ree aii iste s ce 
Central Mortgage and Housing Corporation ae chet e tate 
Eldorado Mining and Refining Limited................. 
NationaliilarbourspBoandin. een meen h aes int cence ater 
Northern Ontario Pipe Line Crown Corporation......... 
Polymer Corporation limited aremtreiee tras snises ss: 
Miscellaneous seryscsysc ss oe ree rae eestor ete ann vaso ston See 
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The main receipts from other loans and investments were $23 million in 
interest received on the 1946 loan to the United Kingdom and $19 million 
representing exchange fund profits. The former included annual interest of 
$22 million (the interest payment due December 31, 1957 was deferred) and 
$1 million in interest on deferred principal and interest payments. 


Post office 

Gross post office receipts totalled $182 million but authorized disbursements 
from revenues for salaries and rent allowances at semi-staff and revenue offices, 
commissions at sub offices, transit charges on Canadian mail forwarded through 
or delivered in foreign countries, etc., amounting to $26 million, brought the net 
revenue to $156 million. Last year gross receipts amounted to $178 million 
and authorized disbursements totalled $25 million. 


As costs of operating the post office during 1958-59 (excluding the $26 
million charged to revenue) were $158 million, net expenditure exceeded net 
revenue by $2 million. However, in making this comparison, it is to be noted that 
the total shown for post office revenue does not reflect any payment for the 
franking privilege covering parliamentary and departmental mail or for certain 
miscellaneous services provided for other government departments and agencies, 
nor does the total shown for operating expenses reflect any charges for premises 
occupied by the Post Office Department or for certain accounting and 
miscellaneous services provided by other departments. 


Refunds of previous years’ expenditures 

Refunds in the current fiscal year of expenditures made in prior years totalled 
$33 million, $5 million more than in 1957-58. These refunds included $20 million 
received by the Department of National Defence, of which $9 million was on 
contracts with the United States Government for the supply of engines, aircraft 
and other defence equipment under an arrangement that when Canada places 
contracts with the Government of the United States, payments of the estimated 
costs are made to the United States Treasury and if these estimated costs are 
revised, or if there are reductions in the contracts, the United States Government 
refunds the overpayments. In addition $5 million was received by the Depart- 
ment of Finance (of which $4 million was a repayment by the Province of 
Ontario in connection with succession duty payments under the tax-rental 
agreements), $2 million by the Department of Veterans Affairs and $6 million 


by other departments. 


Services and service fees 
Sums totalling $25 million were collected during 1958-59 by various govern- 
ment departments for services and service fees, $3 million more than the total 


collected in the previous year. 
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Revenue from this source included $6 million received by the Department 
of Trade and Commerce, mainly for services in connection with the inspection, 
weighing, storage and elevation of grain and for electricity, gas and weights and 
measures inspection services; $9 million received by the Royal Canadian Mounted 
Police, mainly for police services to provinces and municipalities; and $4 million’ 
received by the Department of Transport, chiefly for wharfage and other canal 
and marine service fees, steamship inspection, air-ground radio at airports, 
and government telegraph and telephone services. 


Proceeds from sales 
Receipts from proceeds from sales were $19 million for 1958-59, $3 million 
less than the total received in 1957-58. 


Receipts under this category included $7 million from Crown Assets Disposal 
Corporation representing amounts realized from the disposal of surplus Crown 
assets (after deducting certain agency fees and transfers), $3 million under 
agreements of sale and $6 million from Central Mortgage and Housing Cor- 
poration representing the proceeds from the sale of wartime housing properties 
and including amounts available as the result of the reversal of the provision for 
depreciation set aside by the corporation in previous years on properties that 
have now been sold. 


Privileges, licences and permits 
Revenues of $26 million were received during the fiscal year on account of 
privileges, licences and permits compared with $19 million received last year. 


Included in these revenues is an amount of $9 million collected by the 
Department of Transport, mainly on account of aircraft landing fees, rentals 
of hangar accommodation, and other miscellaneous rental charges, and $6 
million by the Department of Northern Affairs and National Resources for 
oil leases in the Northwest Territories. 


Bullion and coinage 

Revenue under this heading arose out of the operations of the Royal 
Canadian Mint and included assaying, refining and handling charges and the net 
gain on coinage and refining operations. 


Premium, discount and exchange 

Under this heading is recorded the premiums and discounts incurred in the 
purchase of foreign currencies. Transactions in the current fiscal year resulted 
in a net credit of $2 million to revenues compared with $1 million in the pre- 
vious year. 


Other non-tax revenues 


Revenues from this source amounted to $4 million, compared with $5 
million in 1957-58. 
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(3) COMPARISON OF ACTUAL REVENUES WITH FORECAST 


The Budget Speech on June 17, 1958 forecast that budgetary revenues for 
the fiscal year 1958-59 would be $4,652 million. On August 13, 1958 the Minister 
of Finance stated that as a result of further sales tax exemptions provided in 
the amendments to the Excise Tax Act the revenue forecast for the year would 
be changed to $4,650 million. 


__ It is now estimated that budgetary revenues for the fiscal year will be $4,770 
million or $120 million more than forecast. This increase of about 3 per cent 
over the budget forecast reflects the fact that economic conditions for the year, 
as measured by the G.N.P., were slightly better than those on which the forecast 
of revenues was based. 


The following table shows the extent to which actual revenues for 1958-59, 
as now estimated, differ from the budget forecast. 
TABLE 6 
CoMPARISON OF ForEcAsT wiTH AcTUAL REVENUES FOR FiscaAL YEAR ENpED Marc# 31, 1959 


(in millions of dollars) 


Increase or decrease (—) 


Budget compared with 


: Revenues 
Source or REVENUES — (estimated) budget forecast 
Amount Per cent 

AERO FACOG CRE oc sieears iv cig srs.@ siaecsia sabia 1,369 1,371 2 0.1 
Non-resident income tax.........eceessseeees ; 70 60 —10 —14.3 
SSerporarion INCOME TAX. c665 0. Seewece ens eene 1,019 1,029 10 1.0 
Sipe RCHRION GUGICRS. «2b cdaa es sate o.dsnn e458 8 bres 65 73 8 12.3 
SUS EGIAS TINGED CUGIOS rap aia ceria noses <.esul 450 486 36 7.4 
PNG AX: CIEE foie oy st. c= deat aiarnrnraty. «COR 2 tie are ake 698 694 —4 — 0.6 
Excise duties and excise taxes other than 

EE ie hh: Se a Oe ee Nees ae 549 560 11 2.0 
BGA ANGHES BAXOS snc Hecke va «oh bie wiaie ny w/e ore a 1 —1 —650.0 

PEGA BAK FOVEHUCS ss aselscisern tersle aim a elere’p cls 4,222 4,274 52 £22 
Pagyn=tAT TOVOUUCS. «<b css os wis > cae os sae 428 496 68 13.9 

Total budgetary revenueS............-+-. 4, 650 4,770 120 2:5 


SS eee 


4G) As amended August 13, 1958. 


As the above table shows, the actual revenue from a number of sources is 
expected to be very close to the amount forecast. The revenue sources which 
showed a significant difference from the amount forecast are the non-resident 
income tax, succession duties, customs import duties and non-tax revenues. 

The revenue from the tax on income going to non-residents fell below the 
forecast because dividend payments going abroad were not as high as expected 
and because some large refunds were made to adjust overpayments of tax in 
previous years. 

The revenue from succession duties has been substantially influenced in the 
last four years by duties payable on two exceptionally large estates and actual 
revenues in each year have varied from forecasts because of the difficulty of fore- 
seeing exactly when the duties on these estates would be paid. 

The revenue from customs duties exceeded the forecast reflecting the fact 
that imports in the year did not decline as much as expected. 

Non-tax revenues were $68 million above the forecast, due to larger than 
expected profits from the Bank of Canada and the Central Mortgage and 


Housing Corporation, and other returns on investments. 


104 


B. EXPENDITURES 
Budgetary expenditures for 1958-59 amounted to $5,387 million, an 
increase of $300 million over the 1957-58 total of $5,087 million. 
TABLE 7 


STATEMENT OF BUDGETARY EXPENDITURES BY DEPARTMENTS AND MAJoR CLASSIFICATIONS 
(in millions of dollars) 


Fiscal year ended March 31 
Prncerriga 
1959 ecrease (— 
oe (estimated) 1958 


Amount | Per cent | Amount | Per cent | Amount | Per cent 

Defence expenditures— 

National Defence acs. veceeccnaamec ts 1,418.0 26.3 1, 668.4 32.8 —250.4 —15.0 

Detence Produchioume ccc seers 14.4 0.3 15.0 0.3 — 0.6 — 4.0 

Civalideiencés.,.. .etacesenmor seenaie oe 4.8 Ont 4.0 0.1 0.8 20.0 

1, 487.2 26.7 1,687.4 83.2 —250.2 —14.8 

Non-defence expenditures— 

Publicidebteharcessenn. ae eee 644.4 12.0 567.4 11.2 iia) 13.6 

Provincial subsidies and tax-sharing 

payments (including transitional and 

additional grants to Newfoundland) 467.2 Sey 382.6 ao 84.6 22.1 
HaminllyaxalloweanGeSy asesmsnie.«-cleier+ s)evere rs 474.9 8.8 437.9 8.6 37.0 8.4 
Grantsito.Canadar@ouncilscicn-tac terrorist cian ieee sree: 100.0 2.0 —100.0 —100.0 
Reduction in the amount of temporary 

loans to the old age security fund... 184.0 3.4 103.9 2.0 80.1 77.1 
Unemployment Insurance Act—ad min- 

istration and government’s contribu- 

UO eae ta hoc te ee cl tes OU Tpiec 1.4 70.3 1.4 3.0 4.3 
Government contribution with respect 

to the superannuation account.. Whale OR7, 78.1 135 —40.5 —51.9 
Government contributions under the 

Hospital and Diagnostic Services 

SACL MR cr tates ie MPRS Te Soe CRE ins GRIST: 57.8 i he TORI sree ye Rak ay, DEL Bal. Meererdvass 
TNC MIIDINSA Atala or ao See LCA 6 crothtt ¢ 166.5 Balt 94.7 1.9 Tes 75.8 
ALOMMCHURCTR V's cetarteloem. pianvsalere eters 26.1 0.5 21.6 0.4 4.5 20.8 
Canadian Broadcasting Corporation. . 62.1 ion 43.0 0.9 19.1 44.4 
Citizenship and Immigration OH ccrctts 54.0 10: 52.4 1.0 1.6 jel 
pxtenn al sAtiains oe. stern ta eraecenro ar 76.1 1.4 60.2 ee 15.9 26.4 
dU ERTIaREB IES aioe AN a p CRA ee tro ach o's ee LE 16.2 1.4 59.2 Veal LZ 30: 28.7 
Mines and Technical Surveys......... 45.7 0.8 36.1 ORs 9.6 26.6 
National Health and Welfare......... 155.9 2.9 117.0 258 38.9 33.2 
National Research Council........... 25.5 0.5 21.6 0.4 3.9 18.1 
National IReEVenUeseesn cease kere: 69.5 1.3 67.7 1.3 1.8 2.7 
Northern Affairs and National Re- 

SOURCES? ec.canreetoei ion meee 75.0 1.4 49.1 1.0 25.9 O2e0 
Rost: OMmecern Sunny ery career: 157.9 2.9 153.3 3.0 4.6 3.0 
IROL OVeEELS | Sanaa oc gdoneeneuconced 211.9 3.9 206.0 4.1 5.9 2.9 
Royal Canadian Mounted Police...... 52.8 1.0 47.4 0.9 5.4 11.4 
Tradéiand Commences) ds. osc eee cee 64.9 12 56.9 lieu 8.0 14.1 
‘Transportissteendce Were. Saloons ee 300.0 5.6 206.7 4.1 93.3 45.1 
Meterans Atraane aaa ere ee chs crreereeiae 290.8 5.4 277.2 5.4 13.6 4.9 
Other departmentse.ssee aes ee 100.1 1.8 89.7 1.8 10.4 11.6 

8,950.2 TOUS 8,400.0 66.8 560.2 16.2 
Total budgetary expenditures...| 5,387.4 100.0! 5,087.4 100.0 300.0 5.9 


Defence expenditures 

Defence expenditures which consist of expenditures of the Departments of 
National Defence and Defence Production and outlays for the civil defence 
programme were again the largest category of government budgetary expenditures. 
The total of $1,437 million for 1958-59 was approximately 27 per cent of the 
aggregate budgetary expenditures of the government and was $250 million, or 
about 15 per cent, less than the total of $1,687 million for 1957-58 when defence 
expenditures were 33 per cent of aggregate budgetary expenditures. 

Expenditures of the Department of National Defence were $1,418 million, 
those of the Department of Defence Production were $14 million and outlays 
for the civil defence programme were $5 million. In 1957-58, expenditures were 
$1,668 million, $15 million and $4 million respectively. 
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PRINCIPAL CLASSES OF BUDGETARY EXPENDITURES 
oct OF DOLLARS FISCAL YEARS ENDED MARCH 31 MILLIONS OF DOLLARS 
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1 The unshaded areas of the columns in the chart for health, welfare and social security represent pension payments out of the old 
age security fund not charged to budgetary expenditures in the year in which they were paid. 


2 Does not include those payments to provincial and municipal governments for specific purposes. 
*Estimated 1 


TABLE 8 


(in millions of dollars) 


Fiscal year ended 


March 31 
DerFENCE EXPENDITURE a Pomc ore 
(estimated) 1958 

Department of National Defence— ; 
SATIN. BET VICOB So. ora:s o\e' = siinse ule ah» 9\esm nne whe/s payee win oie s/epeinie.oi@ 370.1 378.7 — 8.6 
Tea val GEYVICES.c0 ss ine 260.5 cise caress buns do spine waleve «mise 208.8 262.6 — 53.8 
Air services....... ADE e., Like tO) het a Geta aiete tote ch ateme aetas 593.3 760.1 —166.8 
1,172.2 1,401.4 —229.2 
Defence research and development..... Ween seanea es 78.0 78.7 — 0.7 

Mutual aid to NATO countries including contributions 
towards military costs of NATO.............+-. ee 97.0 118.4 — 21.4 

Government contribution to the permanent services 
PENSION ACCOUNE. 0... ere cere eee eer e eet ee recess 49.5 49.7 — 0.2 
Administration and general... ....-.-seeeeee cree er eens 21.3 20.2 5 
1,418.0 1,668.4 —250.4 

Department of Defence Production— 

Capital assistance... ......--.seesee cree eee eeeseeeesneee 2.1 4.8 — 2.7 
Administration and general. ........-2seeseeeeneeseeees re rye Mt ¥ 
Civil defence programme........e.ssererreceeeeeetesserees 4.8 4.0 0.8 
1,487.2 1,687.4 —250.2 


Expenditures for army, naval and air services totalled $1,172 million, 
$229 million less than the 1957-58 total. The outlay for army services decreased 
by $8 million, for naval services by $54 million and for air services by $167 
million from the previous year’s totals. This decrease of $229 million in budgetary 
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expenditures was due mainly to the policy followed this year of liquidating the 
balance in the national defence equipment account by charging defence equiment 
purchases to that account. 


Mutual aid to NATO countries and contributions towards the military | 
costs of NATO were $21 million less than in the previous year. Under the 
provisions of section 3 of the Defence Appropriation Act the Governor in Council 
may authorize the transfer of defence equipment or supplies and the provision 
of services or facilities for defence purposes to other parties to the North Atlantic 
Treaty. The expenditures of $97 million for 1958-59 included $75 million for 
the transfer of equipment and supplies, $10 million for costs incurred in acquiring 
and supplying military equipment for, and in the training in Canada of aircrews 
from countries which are parties to the North Atlantic Treaty and $12 million 
for Canada’s share of the NATO military budgets and infrastructure costs. 


Outlays for defence research and development were $78 million compared 
with $79 million in 1957-58. 


The government’s contribution to the permanent services pension account 
of an amount equal to 1% times the contributions by permanent services personnel 
was $50 million, the same as in 1957-58. 


Administration and general costs increased by $1 million in 1958-59 over 
the 1957-58 total. 


The total expenditure of $14 million for the Department of Defence Pro- 
duction was $1 million less than in 1957-58. A decrease of $3 million in respect 
of the programme under which capital assistance is given to private contractors, 
Crown plants operated on a management-fee basis and Crown corporations 
undertaking contracts essential to the defence programme was partly offset by 
an increase of $2 million in administration and general costs. 


Civil defence expenditures of $5 million were $1 million higher than 
comparable costs in 1957-58. 


In addition to these budgetary expenditures for defence, there were certain 
other cash outlays which must be considered in assessing the full effect of the 
defence programme on the economy of Canada. 


For several years the estimated replacement value of equipment and supplies 
acquired by the Department of National Defence prior to March 31, 1950, and 
later transferred as mutual aid to NATO countries, was credited to the national 
defence equipment account, to be used subsequently for the purchase of equip- 
ment or supplies for the army, naval or air services thereby involving cash 
outlays which were not reflected as budgetary expenditures. Since 1956 no 
credits have been made to this account, instead the Defence Services Vote 
provides that where any equipment or supplies are transferred as mutual aid, the 
estimated present value thereof shall be credited to that vote. In accordance 
with the policy outlined in the budget speech of June 17, 1958, the balance 
remaining in the national defence equipment account has been liquidated in 
1958-59. Total charges of $212 million were made to the account in 1958-59 
compared with $24 million in 1957-58. 


Under section 11 of the National Defence Act there is provision for the sale 
of materiel, not immediately required for the use of the Canadian defence forces 
or the Defence Research Board, to such countries and upon such terms as the 
Governor in Council may determine. The proceeds of such sales are credited 
to a special account to be used for the procurement of materiel. Net cash 
outlays from this account during 1958-59 were $6 million leaving a balance of 
$12 million at March 31, 1959. 
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The Department of Defence Production also makes cash disbursements, 
for the procurement of materials for use in the manufacture of defence equip- 
ment, which are not recorded as budgetary expenditures. For purposes of 
accounting and control, these amounts are charged to the defence production 
revolving fund and are treated as assets on the books of the government until 
they are billed to the Department of National Defence or sold to defence con- 
tractors for use in the manufacture of defence equipment. As a result of the 
transactions during 1958-59 the assets of the fund were reduced by $21 million 
leaving a balance of $34 million in the account at March 31, 1959. 


The following table summarizes the cash outlays for defence for the past 
two fiscal years: 


TABLE 9 


(in millions of dollars) 


Fiscal year ended 


March 31 Increase or 


CasH OUTLAYS FOR DEFENCE 
decrease (—) 


9 
(estimated) 1958 
Budgetary expenditures— 
Department of National Defence.................20005: 1,418.0 1,668.4 — 250.4 
Department of Defence Production.................+++- 14.4 15.0 — 0.6 
tO AGLENGE PLOP TAMING. «.ci.50 c cresyamiele.o) +o 5's o1eeisteress slates 4.8 4.0 0.8 
1543722 1,687.4 —250.2 
Disbursements from— 
National defence equipment account ™................. 211.8 24.3 187.5 
Replacement of materiel account—sec. 11, National 
WIAPAHEG Rel. (UCU icine ais ois col iva a eciosner Gea icreels 6.2 —16.6 22.8 
Defence production revolving fund (net).........-.+-.-- —20.5 — 1.8 — 18.7 
197.6 5.9 191.6 
Net cash outlay for defence.............-..-+-- 1,634.7 1,693.3 — 58.6 


ee ee 5S 


4) Gross disbursements less refunds of expenditures charged to account in previous years. 


Public debt charges 


In 1958-59 public debt charges were again the second largest item of 
budgetary expenditures. These charges, which consist of interest on public 
debt, the annual amortization of bond discounts and commissions, the cost of 
issuing new loans and other costs incurred in servicing the public debt amounted 
to $644 million in 1958-59 or 12 per cent of all budgetary expenditures compared 
with $567 million or 11 per cent in 1957-58. 


Interest on public debt was $604 million in 1958-59 an increase of $65 million 
over the 1957-58 total of $539 million. Interest of $483 million on unmatured 
debt was $45 million higher due to an increase in unmatured debt and the general 
rise in interest rates; interest of $121 million on other liabilities was $20 million 
higher mainly due to increases of $14 million in respect of the permanent services 
pension account, $4 million in respect of the superannuation account and $2 
million in respect of the government annuities account. The increase in respect 
of the permanent services pension account was mainly due to the fact that the 
account balance was adjusted upwards by $326 million on April 1, 1958 to re- 


flect an actuarial revaluation of the liability. 
The increase of $12 million in other public debt charges was due to new loans 
issued during the fiscal year. 
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TABLE 10 


(in millions of dollars) 


Fiscal year ended 


March 381 
INTEREST AND OTHER PusLIc DEBT CHARGES PAC eA At bal As 
; (estimated) 1958 
Interest on public debt— 

Unmatured debt and treasury bills— 
Payable ini: Canada. strat asere serdar yarn min 473.8 428.0 45.8 
Pavaiblein Wondontasc so cstek oo cseecr aceon are 1.6 1.5 0.1 
Payablean ING wanes maceecn erase etre one ere 7.9 8.6 —0.7 
483.3 438.1 45.2 

Other liabilities— 
Meposit andiristraccounts es eeepc 3.6 3.4 0.2 
Annuity, insurance and pension accounts............ 117.5 97.7 19.8 
121.1 101.1 20.0 
Total interest on public.debt............ 2.50.5. 604.4 539.2 65.2 
Other public debt charges— ; 

Annual amortization of bond discounts and commissions 35.6 26.4 9.2 
Cost of issuing Ne wa loans sg ieeereturae rice tekeirsierieieey SAG i) 24 Zao 
folaalalerHave2tos Uj OPISIBCEMOKN Olga Gann Son OS Ocooknooocarcreaeneodt 0.7 0.6 0.1 
40.0 28.2 11.8 
644.4 567.4 77.0 


When considering the magnitude of these public debt charges and the burden 
they place upon the public treasury, it must be borne in mind that a substantial 
portion of the debt is attributable to, or is invested in, productive or earning 
assets. Therefore, in calculating the net burden of the government’s annual 
interest charges, the income derived from loans, investments and other productive 
assets must be taken into account. For 1958-59 this income was $225 million as 
shown in the preceding section on revenue. This amount deducted from the 
gross total of $604 million for interest as shown in the above table leaves a net 
annual interest charge of $379 million compared with a net of $370 million in 
1957-58. 


Subsidies and tax-sharing payments to provinces 


Payments to the provinces during 1958-59 for statutory subsidies, rentals 
under the tax-sharing arrangements act, the transitional and additional grants 
to Newfoundland, and the transfer of a portion of income tax receipts from certain 


public utility companies amounted to $467 million compared with $383 million in 
1957-58. 


Charges to budgetary expenditures in 1958-59 under the Federal-Provincial 
tax-sharing arrangements, including adjustments made on account of the previous 
year, were $70 million more than in 1957-58. The increase occurred despite a 
decrease in individual income tax collections and corporation taxable income 
from the preceding year. The increase was occasioned by the introduction of 
Atlantic Provinces Adjustment Grants of $25 million of which $734 million was 
paid to each of the Provinces of Nova Scotia, New Brunswick and Newfound- 
land and $23 million to Prince Edward Island, and the increase of the standard 
tax rate for individual income from 10% to 138%. An adjustment was required 
by the tax-sharing arrangements act to compensate for the 1958 reduction in 
the federal individual income tax rate. 


Payments to the provinces under the Federal-Provincial tax-sharing arrange- 
ments in 1958-59 were adjusted by deducting a total of $1 million from the tax- 
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sharing entitlement of the provinces of Newfoundland, Prince Edward Island, 
New Brunswick, Manitoba and Saskatchewan. This deduction represented 
recovery of one-fifth of the overpayment made to those provinces under the 1952 
tax-rental agreements on account of an over-estimation of their population as 
revealed by the 1956 census. By memoranda of agreement with the provinces 
concerned, the 1952 tax-rental agreements were amended to authorize the 
recovery of the overpayment in equal monthly deductions from the tax-sharing 
payments of those provinces over the five-year life of the new agreements. 


TABLE 11 


(in millions of dollars) 


Fiscal year ended 
March 31 


Sussipres aND Tax-SHARING PAYMENTS To Provinces |———————____—_|_Imerease or 
1959 iM decrease (—) 
(estimated ) 4 
Payments under Federal-Provincial Tax-Sharing Arrange- 
ments Act, c. 29, Statutes of 1956, as amended, ec. 29, 
SCONES OE ODE BG eee sa ooh tlork wslbeacd sso RM Once aces oe 423.2 353.3 69.9 
BSP ReMROR NE SUTTON EGR Sync a ta eases cn wale Mele orale Tae Rete etn 20.6 EANAON | nate tniate isis 
Transitional grant to Newfoundland................0c0e008 nee 1.4 —0.3 
Additional grants to Newfoundland... ............cc0c00e00. 1326 Bina eee ceo 13.6 
Transfer of certain public utility tax receipts Sec. 6, c. 49, 
SNH OM OE LODO cette aac, 05 bis Reson seek Guat, b-aleyeiiaWigieis 8.7 7.4 hes 
467.2 382.7 84.5 


Under the proposed Newfoundland Additional Grants Act, pursuant to the 
report of the Royal Commission on Newfoundland Finances appointed under 
clause 29 of the Terms of Union, Newfoundland is to receive additional grants 
for the fiscal years 1957-58 to 1961-62 inclusive. The additional grants for the 
first two fiscal years, which are payable in 1958-59, amount to $133 million. 


Statutory subsidies at $21 million in 1958-59 were unchanged from the 
previous year. 


A summary of payments, by provinces, during 1958-59 is given in the follow- 


ing table: 
TABLE 12 


(in millions of dollars) 


Fiscal year ended March 31, 1959 (estimated) 


Sussipres AND Tax-SHARING oe gi ee ee bovice eg 
4 iTS TO PROVINCES Statutory under ransitional | certain public 
said gaa subsidies tax-sharing |and additional) utility tax Total 
arrangements grants receipts 

POP EIDGIEUEES Alcs a sts care sce’ 1.6 24.4 14.7 0.3 fh 

Prince Edward Island.............- 0.7 : 6; S| s cptev kc Ske ama ak erotik ee Milos ; 
RRR POEMAR, OE ono 5 ate ade fine « ws nace 2.0 34.9 SE hepa eters e a 

Wew Brinswelk: «6.2.2.2... 000000805 1.7 29.8 |.rceseeeeeeees 0. : 
RSS Re Ls 5 very. sem sole sipe meuaate vs 3.3 BB: 0: stasatans aes sore 2.3 60.6 
ONS Tipp eS i ee 3.6 93.3 pp eee A 1.6 98.5 
De be eer er 2.0 83.6 |ocsseeeeeeeeesfereeeeees ce oe 

PlaalkAtchoOwarl, oi fii seevieve sree ve? 2.1 84.3 |occeeeeeeeeees 1 36. 
EAS os ike Lo abOs ene oxe% 2.8 Pe a eae a s 2.2 50.8 
British Columbia.........-+..see05 1.3 64 at A ot 1.5 67.6 
20.6 423.2 14.7 8.7 467.2 
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The amount of public utility tax receipts transferred to the provinces in 
1958-59 amounted to $9 million or $1 million more than in the previous year. 
Section 6 of the Tax Rental Agreements Act, 1952, authorized the payment to the 
provinces, whether participating in an agreement or not, of a portion of the 
income tax collected from corporations whose main business was the distribution’ 
to, or the generation for distribution to, the public of electrical energy, gas or 
steam. The 1958-59 payment represents the transferrable portion of the 
income tax from the above corporations for the taxation year 1956. This 
payment is the last transfer authorized under the 1952 Tax Rental Agreements 
Act. 


Family allowances 


Family allowances are payable in respect of all children under sixteen 
resident in Canada, with minor exceptions such as in the case of children of 
immigrants who must reside in Canada a year before an allowance is payable. 
The monthly allowance is $6 if the child is under 10 years and $8 in the age 
group 10 to 15. Children of immigrants receive family assistance of $5 per 
month during their first year of residence in Canada from the Department of 
Citizenship and Immigration if during that period they are under sixteen years 
of age. 


Family allowance payments of $475 million represented 9 per cent of total 
expenditures. The increase of $37 million over the previous year reflected the 
increase in the number of children in the eligible age groups and the increase 
in the monthly allowances effective September 1, 1957. 


TABLE 13 


(in millions of dollars) 


Fiscal year ended 


March 31 
Famity ALLOWANCE PAYMENTS By PROVINCES ——_—- Increase 
12 1958 
(estimated) 

Ne wiound Lands ers pawtretntens seer nie toate rd toes hasan Cee 15.2 14.1 an 
INO VAN SCOUTS Fenster tetera teraisn tap den ee citek pera eres ata eas nce RSE 20.6 19.4 1h 
Prince Hdward Tslandte. neat neces ree reine 3.0 2.8 0.2 
New Brunswichiscatcninscvenraniame ore aire speatotise tel olet aire tei aera aes 8.2 iyésal ilea! 
QRANIO on domo oo0da 5000 abognaodonCoes aaanoUenDOUCogMUGHaTEdaR06 146.3 136.1 10.2 
Osten Ot ee eee Roe oaectne atm antar reise MraOR DRS oy Oecd SEM Ce 150.2 136.7 j3eo 
Msinito Dass ware eats a lance oelan HAC eee Beer are oul BAN 55) 1.6 
Saskatchewan secs sete nien ccna ieee ee eee Cree aaa 24.8 25eo Tiss 
AIDEEta Bite rae ere oe ee ete On ee See 34.1 31.0 oul 
Britisha Colum pi sien sa niet were ene eae 38.4 35.0 3.4 
North westiandsyukon lerritoriess a sseee antec mine cae ce 1.0 0.9 0.1 

474.9 437.9 37.0 


Reduction in the amount of temporary loans to the old age security fund 


In 1958-59 payments of $560 million out of the fund exceeded receipts of 
$376 million by $184 million. Parliament has authorized the charging of this 
amount to budgetary expenditures in 1958-59 leaving a nil balance in the fund 
at March 31, 1959. 


Unemployment Insurance Act administration and government’s contribution 


Expenditures in 1958-59 relating to the Act (excluding the goverment’s 
payment as an employer) amounted to $73 million compared with $70 million 
in 1957-58. 
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Unemployment insurance benefit payments are not charged directly to 
budgetary expenditures but are paid from the unemployment insurance fund 
which is financed by equal contributions from employees and employers, by 
interest earned on investments, and by the government’s contribution of an 
amount equal to one-fifth of combined employee-employer contributions. 


The government’s contribution to the fund for 1958-59 was $38 million 
and administration costs were $35 million; the corresponding amounts for 1957-58 
were $38 million and $32 million. 


Government contribution with respect to the superannuation account 

In 1958-59 the government contributed $38 million to the superannuation 
account compared with $78 million in 1957-58. The decrease was due to the 
fact that there was no charge in 1958-59 comparable to the $44 million in 1957-58 
covering the additional liability created by the general salary increase of May 1, 
1957. 


Hospital insurance and diagnostic services 

The Hospital Insurance and Diagnostic Services Act, Statutes of 1957, 
authorizes contributions by Canada in respect of programmes administered by 
the provinces, providing hospital insurance and laboratory and other services in 
aid of diagnosis. Payments of $58 million were made in 1958-59. 


As may be noted in the following table seven provinces had entered into 
agreements during the year. The effective date of each agreement 1s as follows:— 
July 1, 1958 for Newfoundland, Manitoba, Saskatchewan, Alberta and British 
Columbia and January 1, 1959 for Nova Scotia and Ontario. 


TABLE 14 


(in millions of dollars) 


Fiscal year 


Hosprrat INSURANCE AND D1aGNostTIc SERVICES Soll aie tes 31 
(estimated) 

TSS MOT RCSA RUATION © Gee eres ob ssi alave sile'e cee teiecal fetes co Gate ae re S gene aie eer ates fe fein ae termite areca Sia talieMeeters 2.8 
Pose COU oe bs oc ck eae Fide Sat Me ccd eaten a Stalag wet te ahatoraradle OMIA aie imeeianene Dati atete rate starts 2.0 
oT rr ee eee Oe chr ere okt Umm on ocr 15.6 
RANT SSA. cies cc wes di wie! brcsa.o aeruid cravat wel Ao b wiace’nlala So Grater mplecetora aie splave win atevenGlola MOTs, saraecso rats 7.3 
a eaetbr se EBV MW SUDD ics o<ercic- a /dscia op Prv perm stnmsm wid o:anstoi 6/0914 9 a1 yw NG ap) isosaei wlohe crimlevelhlelareta\aiS Pit a seine 8.5 
Neth Ee NTE NN Laide hca se da tad Code Saraee ole a arava nielata stele tea a eta ale lane a eta cores 9.3 
Waratah Wooltivab its; occ havc os cien aie wins owiag oa vied + alate ein wlulp: Sierd eles ad aly toistante isola a ielte sale nies 1233 

57.8 


nn nnnnnnn nn ne LEE EEEEEEESSS Ena 


Agriculture 

Expenditures of the Department of Agriculture totalled $167 million for 
1958-59 compared with $95 million in 1957-58. 

The principal changes in the expenditures of this department were in the 
payments to western grain producers, the operating losses of the agricultural 
stabilization board and the deficit in the prairie farm emergency fund. 


The Western Grain Producers Acreage Payment Regulations were set up by 
Order-in-Council, P.C. 1958-1442 dated October 16, 1958, whereby payment of 
$1 was authorized for each acre of cultivated acreage as set forth in the permit 
book, issued by the Canadian Wheat Board to each wheat grower, recording 
the seeded acreage of his lands. The maximum payment to each permit holder 
was not to exceed $200. The Canadian Wheat Board was authorized to act as 
the agent of the Minister of Agriculture under these regulations and made 


payments aggregating $41 million. 
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With the authority of parliament the $15 million operating losses of the 
Agricultural Stabilization Board for 1958-59 that had been credited to the 
agricultural commodities stabilization account were charged to budgetary 
expenditures in 1958-59. 


Advances of $15 million made by the Minister of Finance to the prairie 
farm emergency fund to cover the year’s deficit were charged to expenditure 
in the accounts for the fiscal year. 


TABLE 15 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase or 


AGRICULTURE decrease (—) 
Bee 1958 
(estimated) 

Hxperimental farms senvicerrecn. rccracc te ates ree eee crete eens 15.5 13.8 IRs 
Freight assistance on western feed grains...............eeeeeeees 20.0 Lia6 2.0 
Marketinoyserva COS o.:Beetsao sie arte chccpeens eee te lees cr can tine seein menace teary 8.0 pe 0.7 
Operating losses of the agricultural stabilization board.......... TOTO 6.0 9.0 
Payments to western grain’ producers: .... ees cece eee eines or ALES Pi. tic. sees 41.3 
Prairie farm emergency fund—deficit...............sesceeccece> 15.0 5.9 9.1 
Premium on hog carcasses including administrative costs....... 6.8 5.0 Iles} 
Production ser Vie ia. trdaeer a sicers ee Oe Vee Pate wielo an tte ete es 17.0 14.3 27 
Rehabilitation and reclamation projectS...........c..eeeeeceees 14.7 1255 PAP) 
SCIENCEYSEEVICOL, Guleciece nok wat coher or taoec See eRe eee ere aia avi 10.6 ics 
Administrationrand @eneraln mecha deere eels aie niente ere: 1.5 1 0.2 

166.5 94.7 71.8 


Atomic Energy 


Expenditures of the Atomic Energy Control Board and payments to 
Atomic Energy of Canada Limited totalled $26 million compared with $22 
million in 1957-58 an increase of $4 million. 


Administration expenses of the Atomic Energy Control Board and grants 
for research and investigations with respect to atomic energy were $0.5 million, 
the same as the 1957-58 expenditure. 


During the fiscal year $25 million was paid to Atomic Energy of Canada 
Limited for its research programme, $4 million more than in the previous year. 
Of the total, $18 million was for current operations and maintenance and 
$7 million for the construction and acquisition of buildings, land, works and 
equipment. 


In addition, advances of $3 million were made to Atomic Energy of Canada 
Limited during the year, for the construction or acquisition of buildings and 
equipment at Chalk River and Deep River and for the commercial products 
division at Ottawa. This brought the total of advances covered, or to be covered, 
by obligations or shares of the company to $59 million at March 31, 1959. 


Canadian Broadcasting Corporation 


Expenditures of $62 million were made by the government on account of the 
Canadian Broadcasting Corporation during 1958-59 compared with $43 million 
in 1957-58. The increase of $19 million was the result of an increase of $26 million 
in grants for radio and television services offset in part by a decrease of $7 million 
in the payments to the corporation of amounts equal to the collection of 
the 15 per cent special tax imposed on radio and television sets and equip- 
ment. These latter payments were discontinued under the provisions of the 
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Broadcasting Act which came into force on November 10, 1958. The corpo- 
ration received, however, under the authority of Vote 701, $2 million to make 
up the deficiency between the estimated amount that would have been received 


from the tax during the fiscal year and the amount actually received to the 
date the new Act was proclaimed. 


TABLE 16 


(in millions of dollars) 


Fiscal year ended March 31 
CANADIAN BROADCASTING CORPORATION ae 


1959 
1955 1956 1957 1958 (estimated) 
Grants to the Canadian Broadeasting Corpora- 
tion by the Government of Canada— 
Amounts equal to tax collected under the 
Excise Tax Act in respect of radio and 
television sets and equipment........... 20.8 23.1 19.3 16.8 9.8 
Radio broadcasting and television services. . 6.3 6.3 18.3 24.4 50.4 
International shortwave broadcasting service.... Dey 1.8 Lav 1.8 1.9 
29.2 31.2 39.3 43.0 62.1 


The Broadcasting Act which came into force on November 10, 1958, 
stipulated that the corporation shall pay to the Receiver General such part of 
the working capital of the corporation as in the opinion of the Minister of Finance 
was in excess of $6 million, to be applied in the reduction of its indebtedness to 
the government. The remainder of the loans outstanding when the new Act 
came into force were to be cancelled and an equivalent amount credited to 
a proprietor’s equity account. The excess of working capital amounting to 
$4 million was repaid by the corporation and an amount of $23 million represent- 
ing the balance of the loans outstanding was cancelled and transferred to net 
debt. 


Citizenship and Immigration 


Expenditures of the Department of Citizenship and Immigration were 
$54 million in 1958-59 an increase of $2 million over the total for 1957-58. 


The principal changes in the expenditures of this department were a reduc- 
tion of $7 million in immigration expenditures due to lower immigration, a 
reduction in the expenditures in connection with movements of Hungarian 
refugees and an increase of $9 million in Indian affairs including an increase of 
$5 million for Indian education and $3 million for Indian welfare. 


TABLE 17 


(in millions of dollars) 


on 
Se 


Fiscal year ended 


March 381 Increase or 
CrrizENsHIP AND IMMIGRATION a a eee decrease (—) 
5 > 
(estimated) 1958 
ee ee ee 
Citizenship and citizenship registration.......+.+++++e+eeeeesees i 4 aa <a 
Tmmigration.........2.-2c0cccrccescsecenerneresenerensreseeees bo: — = 
Pe, AA ee es errr te ee me ro 4 
Administration and general.........-.++-eeeeeeceeeereeeeeeeers ‘ ; ; 
54.0 51.8 2.2 
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External Affairs 
Expenditures of the Department of External Affairs totalled $76 million 
in 1958-59, an increase of $16 million over the previous year. 


The increase of $13 million in assistance to other countries was due to 
increases of $11 million for the purchase of wheat and flour to be given to India, 
Pakistan and Ceylon to relieve food shortages and $2 million for the purchase 
of flour to be given to the United Nations Relief and Works Agency for Palestine 
Refugees in the Near East. 


TABLE 18 


(in millions of dollars) 


Fiscal year ended 


March 31 Increase or 
ExTeERNAL AFFAIRS —________—_————_| decrease (—) 
1959 
(estimated) 1958 
Assistance toiouner COUNLIES t.4.-inae eee te eer eee 14.5 2.0 12.5 
Canada’s assessment for membership in international or com- 

MOnwealv Me POreantzavlonse sears eee oe erences 4.1 3.4 0.7 
Contributions to international organizations..............0eeeee 4.8 4.6 0.2 
Grant to’ Colombo planiiund a ceaa coon ote erie tenet eee aae 35.0 34.4 0.6 
Representation abroad: ces cect ocvecosie lee have sere bs emveraerotaiecaueteere s 9.7 9.3 0.4 
Administration and generals.ce. tem ase see men oan e ameter 8.0 6.5 lok 

76.1 60.2 15.9 


Finance 

The major items of expenditure for the Department of Finance have been 
dealt with in previous paragraphs under the headings of ‘‘Public debt charges’’, 
“Subsidies and tax-sharing payments to provinces’ and ‘Government con- 
tribution with respect to the superannuation account’’. 


Other expenditures totalled $76 million for 1958-59, an increase of $7 
million over the expenditures for 1957-58. 


The increase in other expenditures was mainly due to increased payments 
to the National Conference of Canadian Universities for the purpose of making 
grants to institutions of higher learning and to higher grants to municipalities 
in lieu of taxes on federal property. 


TABLE 19 
(in millions of dollars) 


Fiscal year ended 


March 31 I 
hinince ncrease or 
decrease (—) 
eee 1958 
(estimated) 
Grants to municipalities in lieu of taxes on federal property. . 22.1 1725 4.6 
Grantato universities: ..c.490 shen ee ee eee 5.6 16.6 9.0 
Government contribution as an employer to the unemployment 
PNSUPANCE LUN dae se heehee Ne oe ee eee 0.9 0.8 Ont 
Office of the Comptroller of the Treasury—administration 
OXPEMSES LEE A Ramen ed Pale aches. © skal alee. Minne oa eaten ae eee 18.0 17.5 0.5 
Ad nitinistrationandeseneral htop eiey ack Eee eee ioe 9.6 6.8 2.8 
76.2 59.2 17.0 
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Mines and Technical Surveys 
Expenditures of the Department of Mines and Technical Surveys totalled 
$46 million for 1958-59, an increase of $10 million over the total for 1957-58. 


The increase of $10 million was mainly due to an increase of $3 million in 
emergency gold mining assistance, $2 million by the Dominion Coal Board for 
coal subventions under the Atlantic Provinces Power Development Act and 
$2 million for aerial photography. 


TABLE 20 
(in millions of dollars) 


Fiscal year ended 


March 31 I 
Mines AND TECHNICAL SURVEYS Sea 
1959 y decrease (—) 
(estimated) 1958 

Bmergency gold mining assistancey sus. . dads d ewe atdecdabwcwe des TG 8.6 3.0 
a STE TE raga ah Bh a Ses ke Bo a A i ee egies ye eerie 11.2 8.9 2.2 
Surveys and mapping including aerial photography.............. 13.4 10.5 29 
Were TEETIOCH ee eee Os se oe es eee Se ee eee ee 3.5 ao 0.2 
PTOCOHOICAL BUEVEY OF (CANBUN. Ges ccnccecacdioeccncee ences aiseust Sor ay 0.5 
aminestra tin ANG SONETALIE. Hind: «techisecioa Feaeee et ae tea 239 2.1 0.8 
45.7 36.1 9.6 


National Health and Welfare 

Family allowance payments amounting to $475 million, the reduction in 
the amount of temporary loans to the old age security fund amounting to $184 
million and contributions under the Hospital Insurance and Diagnostic Services 
Act amounting to $58 million constituted the main items of expenditure for this 
department and have been dealt with under separate headings in preceding 
paragraphs. Civil defence expenditures, amounting to $5 million, have been 
dealt with under the heading ‘‘Defence expenditures’. 


Other expenditures of the department in 1958-59 totalled $156 million, an 
increase of $39 million over the previous year. 


The following table presents a distribution of these payments to provinces 
for 1958-59: 


TABLE 21 
(in millions of dollars) 
oe ooo Oe“ 


Fiscal year ended 


March 31 
I 
NATIONAL HEALTH AND WELFARE me se foresee ey CO) 
(estimated) 1958 

a 
Blind persons allowances........+seeeecreresereersrstesteeeeees 4.2 3.6 0.6 
Disabled persons allowances......-..secesrereerereeseerereseees 15.6 5 EE | 4.5 
General health grants.......... Wbererrrrrr te 46.0 34.6 11.4 
Indian and Eskimo health services........+++++eeeeeeeercersers 19.9 19.8 ig 
Old age assistance........:0.seeeceeeereererenececsscerseseseees 30.6 a ee 
Other health services.........seceeeeecneecsrecrecsceerrerecess 12.4 = at’ 
Unemployment Assistance Act......-++seeeerrsrreeeeeeeeserees 22.3 . . 
Administration and general........-++seeseeerererensesererecees 4.9 6 : 

155.9 117.0 38.9 
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General health grants to the provinces for assistance in hospital construction, 
general health services and the control of diseases increased by $11 million over 
the previous year. 


Under the Unemployment Assistance Act the federal government contri- 
butes up to 50 per cent of the cost of unemployment assistance paid by the 
provinces, subject to certain deductions as set out in the Act. To date nine 
provinces have signed agreements with the federal government. ‘There was an 
increase of $14 million in these contributions over those for the previous year. 


Under the Old Age Assistance Act, the federal government reimburses the 
provinces by paying 50 per cent of the lesser of $55 monthly or the amount of 
assistance given by the provinces in the form of monthly pensions to eligible 
persons in need who are in the age group 65 to 69. (Under the Old Age 
Security Act, all persons 70 years and over who satisfy the residence requirements 
of the Act may receive a pension of $55 per month from the federal goverment 
out of the old age security fund.) Similarly, the federal government reimburses 
the provinces under the Blind Persons Act for allowances of not more than $55 
per month to blind persons in need over the age of 18 by paying 75 per cent of 
the total payments, and under the Disabled Persons Act by paying 50 per cent 
of not more than $55 per month for allowances to disabled persons in need over 
the age of 18 years. In 1958-59 increases in payments to the old age assistance 
were $6 million, to blind persons $1 million and to disabled persons $5 million. 


TABLE 22 


(in millions of dollars) 


GENERAL HreALTH GRANTS AND FEDERAL Fiscal year ended March 31, 1959 (estimated) 
SHARE or OLD AGE ASSISTANCE, ————————— 
DisaBLED PHRSONS ALLOWANCES, General Old Disabled Blind Unem- 

Buinp PERSONS ALLOWANCES AND health age persons persons ployment 
UNEMPLOYMENT ASSISTANCE grants assistance | allowances | allowances | assistance 
WNewiloundland:.. sano. skeen eee Thecd NAY, (433 0.2 Srik 
INOW 8 SC OUR eerie reid e cite aete eno 2.9 1.6 ORT 0.4 0.4 
Princertdiwvandilslancd nna. near 0.6 0.2 0.2 @ 0.1 
INewe Bnunswiclcsppenceyerter a aera 2.1 1.8 0.6 0.4 0.2 

QUCHCORUE Menara nice Senireoe broteyen eke hase 12:3 10.7 8.5 D5Y Agee cbstereersetecs 
Ontario mrss os oa eee ae ee Ce ee 12.4 6.9 3.0 0.9 9.2 
Iaith teatpniee iets recs cee ee ok cesta atl AG 0.4 0.2 1.6 
Sasizaitclrew ane cmrn eater neers S56) 1.8 0.4 0.2 1.4 
ANIDertanieeee chica Sue eee ea a aa nee Biss 1.9 0.5 0.2 V7 
British Columibia ese ene oe 4.4 258 0.5 0.2 4.6 

Northwest and Yukon Territories....... 0.1 0.1 @ CO aa Utica hs Bite, Jaan 
46.0 30.6 15.6 uo 22h! 


Q) Less than $50, 000. 


National Research Council 

Expenditures amounted to $26 million, $4 million higher than for 1957-58. 
Salaries and other expenses amounting to $23 million accounted for the increase. 
The costs of construction or acquisition of buildings, works, land and new equip- 
ment totalling $3 million were approximately the same as in the previous year. 
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National Revenue 


Expenditures of the Department of National Revenue were $70 million in 
1958-59 compared with $68 million in 1957-58, an increase of $2 million. 


The increase in the customs and excise division was due principally to 
increased expenditures in the operation and maintenance of ports and in the 
taxation division mainly to increased expenditures in the district offices. 


TABLE 23 


(in millions of dollars) 


Fiscal year ended 
March 31 Increase or 
NATIONAL REVENUE decrease (—) 


1959 
(estimated) 1958 


RSAREOMAR AINE EXCISE GiVERIORe ok 5. <0 0o0paicieeuiude eeniealice sade de 37.4 36.5 0.9 

PARES BARAT et CAPA ocd URS er hoheruuini thor aotisiss- fie. Ga ea eis auraetnte a 31.9 31.0 0.9 

WRGGINE PAL ADDES! DORE. «Goce Geigthe tlh ck tcea Sas 8 hee bie sh eae ee ee NP jeg Merge Ans og, 
69.5 67.7 1.8 


Northern Affairs and National Resources 


Expenditures of the Department of Northern Affairs and National Resources 
in the fiscal year were $75 million, an increase of $26 million over the total for 
1957-58. 


The main increases in expenditures of this department were in the national 
parks and northern administration and lands branches. The increase of $7 
million in the national parks branch was due to $6 million for construction and 
$1 million for administration. The increase of $15 million in the northern ad- 
ministration and lands branch was due mainly to $7 million for construction and 
$2 million for operation and maintenance in the Northwest Territories, $2 million 
for construction in the Yukon Territory and $3 million for access roads leading 
to resources. 

TABLE 24 


(in millions of dollars) 
Se ee—————————_—_________ ITT Ee 
Fiscal year ended 


March 31 Increase or 
NortTHERN AFFAIRS AND NATIONAL RESOURCES —___________—_————__| decrease (—) 


1959 
(estimated) 1958 


ee BA eS 


National parks branch.........+-+seeeeeseeeetet een eneceteeeees 25.1 17.8 7.8 
Water resources branch.........----scrscceereesereereeecsecenes 2.5 1.9 0.6 
Northern administration and lands branch.........+-++++++++++- 33.2 18.6 14.6 
Forestry branch........-.+2::-sceererereencenenneeescenssarans 8.0 7.2 0.8 
Canadian government travel bureau........-.+sseeererereeeeees 2.2 1.9 0.3 
Administration and general........-.---se+eeerer seer eer eereeees 4.0 1.7 e 

75.0 49.1 25.9 
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Post Office 


Gross expenditures of the Post Office Department for 1958-59 were $184 
million, an increase of $6 million over the 1957-58 outlay of $178 million. 


Remuneration of postmasters and staffs at revenue and semi-staff offices, 
commissions at sub-offices and certain other authorized disbursements are paid 
from revenue. These payments, included in the total of $184 million, amounted 
to $26 million, compared with $25 million in 1957-58. 


TABLE 25 


(in millions of dollars) 


Fiscal year ended 


March 31 Increase or 
Post OFrrice ——_—_—_—_—__________——__| dlecrease (—) 
959 
(estimated) 1958 
Charged to budgetary expenditure— 
Operations—salaries and other expenses of staff post offices, 
district offices and railway mail services; and supplies and 
equipment and other items for revenue post offices.......... 98.2 94.7 350 
Transportation—movement of mail by land, air and water... . Doe 54.1 eal 
Financisl -ServiGes.<iesaiee cee crise koe ele at eo eet ecto ee Del 2.6 0.1 
Adiministrationiandeneralieeuen cece: ciaamieeeeaie eee nice 1.8 1.9 —0.1 
157.9 153.3 4.6 
Charged to revenue— 
Operations—salaries of postmasters and staffs at revenue and 
semi-staff offices, commissions paid at sub-offices and other 
GUISDUTSCMION TEs o\4doajaetae ca som eee cee ae oe otees cine selon 25.8 24.6 aye 
183.7 177.9 5.8 


Public Works 


Expenditures of the Department of Public Works for 1958-59 amounted to 
$212 million, compared with $206 million for 1957-58, an increase of $6 million. 


The increase of $1 million in the public buildings construction and services 
branch was due to an increase of $3 million for the acquisition, construction and 
improvements of public buildings in Ottawa offset by a decrease of $2 million 
for the acquisition, construction and improvements of public buildings other 
than in Ottawa. The increase of $4 million in the harbours and rivers engineering 
services was due mainly to the acquisition, construction and improvements of 
harbour and river works in Ontario. The decrease of $2 million in the develop- 
ment engineering services branch was due to lower costs in connection with the 
trans-Canada highway through national parks. 
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TABLE 26 


(in millions of dollars) 
00W©6VW6O3O—0@aelaele*qeyqeyeaeea eee eee eS eee 


Fiscal year ended 
, i March 31 Increase or 
Pusiic Worxs ——____________——_| decrease (—) 


1959 
(estimated) 1958 


Ee ee 


Public buildings—construction and services— 
Acquisition, construction and improvements of public 


buildings— 
REC oe Me ees rea Oren alte © eine yan tee ft ie Se eT 19.8 16.9 2:9 
Cyiper centres in Canada. ..6: oo. 10s eee ee ee, 34.1 36.3 —2.2 
OO TCIOG MOHD AUE ok etc ee inn ce ie aoe: te ak ok a as ee 0.1 —0.1 
MaIeNANCE ANG OPeELAbiOn:, -.c-. 0s. css. mee chee ee Cee 41.0 41.4 —0.4 
Premiuuse sie Tires ts eB Nc oe das oad omc ee OR ee 2.0 2.3 —0.3 
ROPE LORE er RENE RR ec con ic GIN stuns. coe a cs a a he 4.0 3.4 0.6 
100.9 100.4 0.6 
Harbours and rivers engineering services— 
Acquisition, construction and improvements of harbour and 
DEVE OE GAR AS Gon Deas Deiee Cm en coke er ee ae 26.38 24.1 3.2 
| Bye Trot Gee fo Sa ane ER Ooh” Ee We pe ON aD Gal el 3.3 3.8 —0.5 
IETS ee he RE palin to SR Re PRAT oc Ne Soe 5.2 4.3 0.9 
85.8 82.2 8.6 
Development engineering services— 
Trans-Canada highway division— 
Contributions to the provinces under the terms of the Trans- 
OP reaorel ER aN AEE Be hee ok tans ayarae seers ee 50.0 49.4 0.6 
Trans-Canada highway through national parks............. 10.0 12.6 —2.6 
EIST ie no BSc >. Ota rd a chat Setera edie ete nc oe See ROR SA ee 1.9 1.4 0.5 
61.9 68.4 —-1.6 
ag TIO a LR Le alc cox uc colobln'hinsieactay ot nTaqots obagtoie Peunue a ACT 5.0 ede 2us 
CEES ET ALLO UC LENOLAL. oh. s.ccs's aisle eves aa.c's pis cree vorwesi memmiaee 8.3 Ye) 1.0 
211.9 206.0 5.9 


Royal Canadian Mounted Police 

Expenditures for the Royal Canadian Mounted Police amounted to $53 
million for 1958-59, $5 million more than the total spent in 1957-58. 

Payments as shown in the table represent gross expenditures; payments 
received from the provinces and municipalities for police services amounting to 
$9 million were credited to revenue. 

The increase of $5 million in the land and air services was due to increases 
of $2 million in operation and maintenance and $3 million in construction or 
acquisition of buildings, works, land and equipment. 


TABLE 27 


(in millions of dollars) 
eee woooos>s—anana=—»wacu—__—«<—«—«@« 
Fiscal year ended 


March 31 Increase or 
Royat CANADIAN Mountep Po.icz Aaa peace Sarasa Secale ae 
(estimated) 1958 
rn Po ae ee ee ee eS eS 
Trani ANC Bir BEYVICES. «. onc ccrccvccwscrvcteversrcesccenvenesuse ype ye ines 
Marine services........ pn eeencenseeeesereceercegens Seer er . : : 
Government contribution to the Royal Canadian Mounted : we me 
Police pension account.......++00ereereeeeneeeeeeenteeeseenees oe 7 ae 
Pensions and other benefits..........0++sseeeeeereerereeeees eens mit ac ad 
Headquarters administration and PONSUAL 5 5545.6. iar KAMER : . ‘ 
52.8 47.4 5.4 
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Trade and Commerce 
Expenditures for the Department of Trade and Commerce totalled $65 
million for 1958-59, an increase of $8 million over the previous year. 


The main items in the net increase of $8 million in the expenditures of this 
department were $5 million on payment of carrying costs of temporary wheat 
reserves and $2 million due to the Canadian Wheat Board loss on oats for the 
crop year 1956-57. 


TABLE 28 


(in millions of dollars) 


Fiscal year ended 
T ate March 31 Increase or 
RADE AND COMMERCE eG decrease (—) 
(estimated) 1958 
Assistance re. storage COSts Of STRIN... ass aeeecec ee eee ene sates 38.4 Son0 5.1 
Canada ‘Grain Act ie. ios.) we ee oe oe aa ee ne Sea cena Lene 6.2 Gi Di 05 ee eee 
Canadian Wheat, Board—loss revoats.. joes cic cenccreeis seine eels sees Die es Sees ees DALIT 
Dominion Bureau of Statistics........ Re ME Soa eR CY CE 8.3 ded 0.8 
SLAHO ARGS DANI: x..0% 0 cated ceenedoe ni eee ee areretee tere Pia: pay 0.1 
‘Dradé:cOMMISSIONerS: BEF VICE 2c ead oe oats Bee eee Seo 3.3 0.2 
Administration "and, senerals. .jcco5c oh aCe eee oe 4.1 4.4 —0.3 
64.9 56.9 8.0 


Transport 
Expenditures of the Department of Transport for 1958-59 amounted to 
$300 million, an increase of $93 million over the total of $207 million in 1957-58. 


Of the $37 million increase in expenditures for air services, $31 million was 
for the civil aviation division of which $26 million was for the construction and 
acquisition of buildings, works, lands and new equipment including construction 
work on municipal airports and $4 million was for operation and maintenance 
of airways and airports. 


The increase of $19 million in expenditures for marine services included 
$11 million for the construction or acquisition of steamers, $5 million for the 
operation and maintenance of steamers and $1 million for construction or 
acquisition of buildings, works, lands and equipment for aids to navigation. 


The increase in the outlays of the Board of Transport Commissioners was 


due entirely to a special contribution of $10 million to the railway grade crossing 
fund. 


During 1958-59, $61 million was paid to cover the net operating deficits of 
certain Crown corporations compared with $31 million in 1957-58. The increase 
of $30 million was due mainly to the reimbursement to the Canadian National © 
Railways on account of its 1958 deficit, which was $52 million compared with 
the 1957 deficit of $22 million. 
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TABLE 29 
(in millions of dollars) 


Fiscal year ended 
March 31 


TRANSPORT 
1959 
(estimated)| 198 
Air services— 
RG Te EEE WARNGAEE Coe ks op nag oc Ginna o's 00.0 ccaeegen cuca es 83.9 53.2 
a eae ICLETARIOTL ES 2005 32h alelaw wrod d sci. 0 tics od dedaches 12.3 10.7 
PP alata IORTIONA CUVISION. se cclens + base on ee vaecasicaaee ss 21.8 24.0 
a PEER TERI ator 2c yale cis riace'e iti ne's 0.6.6 Waren’ pol omnertte 3.5 2.4 
: 126.8 90.8 
Pe A EEO 1 hae cia Sicile + Eset ba nih ow seid n sabe pK AR Ss 9.3 8.6 
EO ee Rive e wicinsn e's ie ow fr alae m Sma wstere Sawin ue §1.3 32.8 
Railway and steamship services— 
Maritime Freight Rates Act— 

Difference between tariff and normal tolls.............. 1355 12.6 
DNATA RUG ORUBO WEY oe ok s,< ac cm aca as net ae doe mee oles © wee @ 0.1 
Construction and acquisition of auto-ferries................. 0.3 ee 
UL UETAA a a RS er eee ee ted 4.1 

16.6 18.3 
Board of Transport Commissioners— 
PALATINE Ol TLACKANG. ese. a sc nxt oc 00 Neen bsmad eeamsaeias 7.0 70 
ete OTRAS CEOSSINIC TENG. Solace c.crele § slerere so see wie sie ow mE 15.0 5.0 
aTMTSTINA SUPE BION. ANC) CTC ALE SE oe go cee ee ole oid, dnl Here ieEIe loco Ll lew 
23.1 18.1 
Caontian Maritime SOI TAISSION . oc:<.-0/< 2:4isyewrdiersraie Sin" eloioveisl saxsieiareis 6.0 5.3 
Crown Corporations— 
Net income deficits— 

Canadian National Railways.............. lic Hearts ceveteete 51.6 arene b 

Gar tg cy. Sar ie See Oe ner rece e 8.9 8.9 
Non-active advances— National Harbours Board........... 4.5 4.8 

65.0 85.8 
PIA PMABGTABION AliCh PRHOTAL occ ic 5. c-vlen soo 0 ois:0ice 0'si00 sla malee einen 3.0 2. 
300.0 206.7 


Increase or 
decrease (—) 


@lLess than $50,000. 


Veterans Affairs 


Expenditures of the Department of Veterans Affairs were $291 million in 
1958-59 compared with expenditures of $277 million in 1957-58. 

The net increase of $14 million in the outlays of this department included 
increases of $6 million for pensions for disability or death and $8 million in war 
veterans allowances due to legislation authorizing increases in monthly payments 
of pensions and allowances effective July 1 and November 1, 1957. 


TABLE 30 


(in millions of dollars) 


Fiscal year ended 


March 31 Increase or 
VETERANS AFFAIRS ae decrease (—) 
(estimated) 1958 
a  — 
Pensions for disability or death......--+++eeeeeeeeeeeeeeecr erase 161.1 145.6 5.5 
_ Treatment and welfare services.......-+..-eeeeereretereeererers 60.8 59.7 et 
War veterans allowances and other benefits........+-+seseeeeees 60.7 53.2 7.5 
War service gratuities and re-establishment credits.............. 2.0 1.8 0.2 
Soldier Settlement and Veterans Land Acts— 
Administration and general..........+-++:eerueeeerrrseeeess 5.6 5.5 0.1 
Provision for reserve for conditional benefits, Veterans Land 
Pe sas fe ea tne teen siunis a oes eaaeun pee 4.3 5.2 —=0.9 
Departmental, district and pensions administration and miscel- Ps + a 
laneous payments........---++cerssrecreneererseereeeeerers , : 
290.8 $77.2 13.6 
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All other departments 


Expenditures of the departments not dealt with in preceding sections 
amounted to $100 million for 1958-59, an increase of $10 million over the total 
for 1957-58. 

The main changes were a decrease of $10 million in the expenses of the 
Chief Electoral Officer, due to the previous year’s expenditures having included 
the costs of the June 1957 and March 1958 federal elections; an increase of 
$9 million in expenditures of the Department of Labour due to payments of 
$5 million under the winter works programme for which there was no comparable 
expenditure last year, and an increase of $4 million in payments to provinces to 
provide financial assistance to vocational schools and training under youth 
training programmes; and $4 million in the expenditures of the Office of the Com- 
missioner of Penitentiaries of which $3 million was for the construction, 
improving and equipping of penitentiaries. 


TABLE 31 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase or 

Att OTHER DEPARTMENTS —_—___—_————————_ decrease (—) 

1959 1958 
(estimated) 

Asidator Generac rrcts tues s.ct eitcee Sereno ee eee 0.8 ORS) Clears Seek 
Board of Broadcast Goviermorsmenase cece ihn einen ie ORL ee aaa ae On 
Chief Mlectorali@fincer xan aed cews crs ooo eRe ER oe eee eis See 13.6 —10.4 
Civil’ Service Commissions. oes cee Ce eee eee OnO) one 0.3 
NB Cale (Scie yan Gens werepoencienT en einen anion a arora aa ame aooe 18.4 16.4 2.0 

Governor General and Lieutenant-Governors..............eee00- 0.4 Ove> PRR eee 

ETISUPHN CO Mer erstic eecrrey ete eee Ore oir rR RoE a ee Ba ee, Ee ts ieee riers Aric 
PUSSY 1 (CYS eR A MR ie ONO Ba Aa OM ON eh nk Pe tae RAC ISE  Fesh A ne pee Cal lars 0.5 
Office of the Commissioner of Penitentiaries................- 16.6 WAR TE 3.9 
Tiabourteeg sree cscs ener eae Re In Ee eee 20.6 11.4 9.2 
Bree slati ones ass ssa Masher eae on eee ee lal 6.9 0.8 
National’ Film Board rs .deti een coer cone eer aoe eee eee 4.3 4.0 0.3 
NationaliGallety esis 1.0. cen See eco static tens tsa emcee roa ener noe 0.7 0.6 0.1 
Privy Council including National Capital Commission.......... 6.0 3.9 mil, 
Public Archives'and National Libranyes:.eessse eee eee eee 0.8 0.7 Oey 
Publics PrintingvandiStavlonervee sees eene eens ee een ceria 3.6 3.3 0.3 
Secretary. OL State. ts tepaie cekot or ee ee te eee en one ae 4.5 4.0 0.5 
0.3 9.8 


_ 
S 
S 
— 
Oo 
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4. SUMMARY OF ASSETS AND LIABILITIES OF CANADA 
AT MARCH 31, 1959 


The balances of the asset and liability accounts at March 31, 1959, the 
comparable balances at March 31, 1958, and the changes in each category 
during 1958-59 are shown in the following table: 


TABLE 32 
SuMMARY oF ASSETS AND LIABILITIES OF CANADA 


(in millions of dollars) 


Balance at March 31 
———_—____________——_-| Increase or 


1959 decrease (—) 
(estimated) 1958 
LIABILITIES 

Carrent and demand habilities. . 6.3 cccseavis sus ces avuieneua anemia 958.4 874.9 83.5 
Deposit and trust accounts............ esse eee e nent renee ee neees 228.7 187.0 41.7 
Annuity, insurance and pension accounts.............2..eseeeeees 3,289.4 2,712.8 576.6 
Undisbursed balances of appropriations to special accounts....... 77.9 285.4 —207.5 
WISELTEG GLOOIES.. 6 icc cab 6 6d wn 6 wide v avec 0 acateUaAeaee etree gutaatnen 81.9 76.9 5.0 
BRA VSETIII. ASCOWNURS cre no 51 cso & civ ateaccl sucteie © ard sina vain asdeln ntoBe lotta tate 25.5 36.4 —10.9 
UN TAA TPO COS ls oc divin u iss ag Cos ORs wiuiletov in ww ore al atictonue eceanetecar te 15,550 a 14, 245.1 1,312.6 

TPatal labilitiosy casueccwuesks tees eps | aia cate Satan hats 20, 219.5 18,418.5 1,801.0 

ASSETS 

Penh Ranh Sh ae < SoMa tab, dle. liek cide istare dalste nt apie piece 855.7 696.8 158.9 
Advances to exchange fund account... 6. 005 cs smmuieie wena ioe » 1,995.0 1,975.0 20.0 
Sinking fund and other investments held for retirement of un- 

Terai ers As Lo ee ee ee Pen MAM neg urtor st veces qa 82.7 Yh ay —129.0 
Loans to, and investments in, Crown corporations...........+.++ 3,289.0 2, DpALS 734.7 
Loans to national governments. .........e sees cee ec re eenesencens 1,449.3 1,488.0 —38.7 
Other loans and Investments, 2.2 cose ce de cease metres + ween ols 681.7 662.8 18.9 
Romarities held in trusty. spss s Sosa e ess 2 cae uleina ns oe tg eee oe ere 19.6 22.6 —3.0 
Pieterradk CHAPS. «0.0.65 cog iso ee te oa rics ano wale wn Si imtv woeia ol 149.6 (ie TA 
Unamortized portion of actuarial deficiencies— 

Permanent services penSion ACCOUNT........ see eee eee eee e scenes S28 whe cs esmmntes. 326.3 
Superannuation account........ 6 cece cece erent erence nee ees 139.0 PSUR Obi cpaicuioie testis ance 
Suspense ACCOUNtS..... 0... cece cece eee rene reeset eee eeeee sees a) MTN taars ale she e/a 
CRSTEAT BSGETS Ln ooo - <= nie sien bein sm eiebic Pore + 8 vine pine lmin siela sere @) CS PIa Nertetes wee onto 
Inactive loans and investMents........c cece cece cece eee eeeeees 92.2 90.9 1.3 
Tibet Basets cca ees oe eet aw nie eau distant re 9,080.1 7,918.6 1,161.5 
Less reserve for losses on realization of assets ............++2506- —546.4 =— SAG A |. went ce scene 
Wet Recete. oo dae cece eee ab roe Awa e ts sen malay mee 8,533.7 7,002.2 1,161.5 
Net debt (excess of liabilities over net assets)......+++++++e+00+- 11, 685.8 11, 046.3 @) 639.5 


ee ee ee aa 
@) Less than $50,000. 
() Shown at nominal value of $1. 
(3) Reflecting the budgetary deficit of 616.6 million plus an adjustment of $22.9 million in respect of 
prior years transactions. 


A. Cuyanaes In Princrpau LIABILITY CLASSIFICATIONS 
Durina 1958-59 


The gross liabilities of the government increased by $1,801 million during 
the fiscal year. The main changes were increases of $1,313 million in unmatured 
debt and $577 million in annuity, insurance and pension accounts and a decrease 
of $207 million in undisbursed balances of appropriations to special accounts. 
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TOTAL LIABILITIES 


MILLIONS OF DOLLARS MILLIONS OF DOLLARS 
25000 FISCAL YEARS ENDED MARCH 31 25000 
20000 - =sS=== 1%)- OTHER LIABILITIES 20000 


Vee) UNMATURED TREASURY BILLS* 


Yo | UNMATURED BONDS 
S /] ANNUITY, INSURANCE AND PENSION 
WH YY, 4) KCCOUNTS 
Yy 
a 4 (|%) DEPOSIT AND TRUST ACCOUNTS 
0 Sf 5% 224 CURRENT AND DEMAND LIABILITIES 0 
1952 1953 1954 1955 1956 1957 1958 1959* 1959* 
tAlso includes treasury notes for the fiscal years ending 1952-1956 inclusive. 
*Estimated 


Current and demand liabilities 


This category consists of obligations of the government payable currently 
or on demand. The principal changes were an increase of $53 million in accounts 
payable (which records the net liability of the government for accounts paid in 
April which are applicable and charged to the previous fiscal year) and $32 
million in outstanding treasury cheques. 


TABLE 33 
(in millions of dollars) 


Balance at March 31 


Cc oD Drm LIABILITIES SSS S| Uirertence oe 
URRENT AND DEMAND LIA 1959 he iki 


(estimated) 


Outstanding treasunyacheqiiesnaepigas « seensiascisiemiaomiclels srec nies 265.2 232.9 o2a0 
Accounts payables casi cs A: nok cee a ere ie aie orien: iors 254.3 201.4 52.9 
Non-interest bearing notes payable to the international monetary 
fund and the international bank for reconstruction and 
developinient cic ia at aera CO ne ee 201.8 203.8 —2.0 
Matured debtioutstancding ia. e we tte <n onreciion ae aia neae 29.5 D2e > 6.0 
Interestrdue ana: outsvand inom ane ne cee meenner arses eterna 57.1 DU wall aarecarenatrucrerorte 
Interest-accrued scsass ad e0 a wire Sere & PEs SORES See 121.0 129.1 —8.1 
Post Office (net liability for money orders, etc.)............006% 29.0 26.7 2.5 
Othericurrent: liabilities sac. er tee ccs ete aitvr tn ertisree eieteceinne reters 0.5 0.4 0.1 
958.4 874.9 83.5 


Deposit and trust accounts 


In these accounts are recorded sundry funds deposited with the Receiver 
General of Canada or held in trust for various purposes. The net increase of 
$42 million was due to an increase of $43 million in the account ‘‘United States— 
S.A.C. bases”, which records funds received from the United States Government 
for the purpose of facilitating the placing of contracts by the R.C.A.F. on behalf 
of the U.S.A.F. in respect of Strategic Air Command bases, offset in part by 
decreases in other accounts. 
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TABLE 34 


(in millions of dollars) 
QG6Q6qu5<34u48Ku808onannnmooo@@09omououT90T)0Douqumumm eee 


Balance at March 31 


Deposir aND Trust Accounts Increase or 


1959 decrease (—) 
(estimated) 1958 
pee aes 5 OE AT tes SN fod Dette side ei eB dy PUP ingen estan 
Bem benayolent fnad: 444i .hsi ei: Beh. kk eee Tae y a —0.3 
Canadian Pension Commission—administration trust fund....... 9.1 8.2 0.9 
Conmaetors Holdbacts:!) 453.20 SQA ee Le 16.2 0.9 
Contractors securities—sundry departments— 

ERED s mene Gent Wek acc tee Acton MR La ne ane 18.7 DRS iets eae om ar 
i Shoot cinssk yaa tc aguuach Cdavemencaen elke 11.3 11.5 =0.2 
SEP OIACK WHOMUCES canescens s Lec cree cn ten eee 15 ts 0.1 

$1.8 81.4 —0.1 

Crown Corporation Geposite: cnc dsccsbxokll denon deed eee 9.5 9.6 —0.1 
Emergency gold mining assistance—holdbacks.............+e0+- mol es 0.4 
RSUSTANY CPUS LUT. oe a re yn ree eRe oe a ee 28.6 29.0 —0.4 
Eorean pars Hong HOO! 6c) 4c 6 seid olds «te den irs RP 7.4 8.1 —0.7 
National Harbours Board—special accounts............e0ceeeees 5.7 5.3 0.4 
Pes otiee savings bank.(i.3 uae sa ehk sole tes . dae ee eed 34.2 34.9 —0.7 
Soldier settlement and veterans land act trust account—general.. ad Bat 0.4 
ated States—S:A.C; bases... ots dees ok ee see Os a ae 43.5 0.5 43.0 
Noh CRATE SUNG — OTIC WAT) Bor cuicaam tans annem siadeoir eR 5.0 8.2 —3.2 
MATOS Sed ees ce OeiIee ale A's wvia OREO eT ee Oa ae 24.9 Beet 1.2 
228.7 187.0 41.7 


Annuity, insurance and pension accounts 


This category records the amounts to the credit of the various annuity, 
insurance and pension accounts. 


TABLE 35 


(in millions of dollars) 


Balance at March 31 
Increase or 


Annuity, INSURANCE AND PENSION ACCOUNTS 1959 dks decreases t=) 
(estimated) 

Unemployment insurance fund..........20cceeeeeeeereeeeeeeeees 512.6 754.8 —242.2 
Less investment in bonds and accrued interest.............000-- —501.6 —739.8 238.2 
11.0 15.0 —4.0 

Gee RIHINONE ANNUICICS «5 «5.6 ox scan hie anjed o 66 saws wee aa asian wees eas (2B 105.3 1,047.6 57.7 
Superannuation account......... 0. eee e cece eee e eee e seen enn enees 1,134.6 1,045.8 88.8 
Permanent services pension aCCOUNt......... eee eee e eee renee 942.1 513.9 428.2 
Oe ee x arneip wi motte lk ot SAE Sapna s Rie bape me ms oe 96.4 90.5 5.9 
3,289.4 2,712.8 576.6 


The decrease of $242 million in the unemployment insurance fund repre- 
sents the amount by which benefit payments totalling $483 million exceeded 
contributions by employers and employees of $182 million, contributions by 
the government of $38 million, income of investments of $20 million and other 
miscellaneous revenue credited to the fund. Benefit payments were $98 mil- 
lion higher than the $385 million paid out in 1957-58. 
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The government annuities account increased by $58 million reflecting the 
amount by which premium receipts of $62 million, interest credited to the account 
by the government of $40 million and the amount of $1 million required to main- | 
tain the reserve exceed payments of $46 million to annuitants and beneficiaries. 

The increase of $89 million in the superannuation account was due mainly 
to the government’s contribution of $37 million equal to the estimated current 
and prior service payments of individuals in 1957-58 and $44 million interest 
credited to the account. The remainder of the increase was due to the excess 
of employees’ current and prior service contributions of $41 million and miscel- 
laneous receipts of $1 million over benefit payments of $34 million. 


The permanent services pension account increased by $428 million. The 
major part of the increase was due to a credit of $326 million to record in the 
account the full actuarial liability as at March 31, 1958 as calculated by the 
Department of Insurance. The balance of the increase reflected the govern- 
ment’s contribution of $50 million which is made at the rate of one and 
two-thirds times the current and prior service contributions, interest on the 
account of $32 million, and contributions of $30 million by permanent services 
personnel for current and prior years service less payments of $10 million from 
the account. 


Old age security fund 

Under the Old Age Security Act pensions of $55 per month are paid, without 
a means test, from the old age security fund to all eligible persons seventy years 
of age and over. Payments from the fund during the fiscal year were $560 
million while credits to the fund from the 2 per cent tax on personal incomes 
(maximum tax $60), the 2 per cent tax on corporation profits and the 2 per cent 
sales tax totalled $376 million. Temporary loans amounting to $184 million 
were required to cover the deficit resulting from these transactions during 
1958-59. Parliament has authorized the writing-off to expenditure in 1958-59 
the deficit of $184 million. 


TABLE 36 


(in millions of dollars) 


Fiscal year ended March 31 
Oup AGE Security Funp 


2 1959 

Tax receipts— 

DPEIMGENbSal CSIGA Xx ret sean Renee CE aera: 143.1 160.4 179.3 175.8 173.0 

asper cent personal income waxcsee eevee aie erneenn 100.9 102.5 125.0 13520 148.0 

2 per, cent corporation Income tax.esee ese see cele 46.0 53.3 67.3 60.7 55.0 

: Total taxreceiptsserm.o ec eine eee 290.08) 316525) 87136 VW B7leo 376.0 
Pensionpayincntsieciois cesses eid oe eee eee —353.3 |—366.2 |—379.1 |—473.9 — 560.0 
Excess of payments over receipts.........22+-.-ceeeeeees —63.3 | —50.0 —7.5 |—102.4 —184 0 
Previous deticit: brought fonward neler eee eerie —45.8 | —63.3 | —50.0 ool Wai Pag Gere eerercioie 
Appropriation by Parliament— 

Charged to budgetary expenditure. ................. 45.8 63.3 56.0 | 103.9 184.0 


Deficit in fund covered by temporary loan from the 
Ministerof Pinance. 5a ote eee eee —63.3 | —50.0 Ls, Si Rae ciara Aelles sitet ia ear 
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TABLE 37 
(in millions of dollars) 
ee een eee kl ee a a ee 


Fiscal year ended 


March 31 
Oup Ace Securiry PayMrents BY PRovINCcES —_—_————_——_————_| Increase or 
959 1958 decrease (—) 
(estimated) 
a rea gee ee ee eee ae 
Weavionnd and tos a. a yann et Ns seh e dccneR eee ee Eee eek orale 11.0 9.5 1.5 
Bias Sree EN EL ete Soe ges 6s ie = Tock hath, vcs oat aha es Gee ae 26.8 23.0 3.8 
Prince idward Island, ).9 2.5. spose tee ee ee 4.8 4.1 0.7 
EOF SES TPNH 5 0s ves is due etd ste On ee eee 19.6 16.8 2.8 
Quebec lbs sabe atte Biel sa taite 9) ashtray ant sath Bale eas» BOER eRe ce 16 yaa 99.5 17.6 
Ontario amie ta RAR aS tis fans SR Musa Pa eRe whee a arc URE CER NP eee eee eee PUREE 172.8 30.9 
amt bata. 8 hoes sas deck daca Slee ee ee ee 34.1 28.6 ars 
SEE SINS OWILN 5 <2 ay chip og hot n hs Mas Oa RT IE ee Bing t 29.4 aay § 
Alberta Siete SER mI MIGN & Oly Sra Sim ara em IE 010. hy SCN ae Meee IT, 36.6 3035 6.1 
Le ALi aed ot ee) iN nme Token ener Talia bs lot elle Oe 70.8 59.4 11.4 
Northwest and Yulcon Territories. ...004 <ss000 coeds cee cnakas ss 0.4 0.3 0.1 
560.0 473.9 86.1 


Undisbursed balances of appropriations to special accounts 


This category records the undisbursed balances of appropriations to special 
accounts for which moneys have been appropriated by parliament and from 
which disbursements may be made for authorized purposes in periods subsequent 
to that in which the appropriation was made. 


TABLE 38 


(in millions of dollars) 


Balance at March 31 
UNDISBURSED BALANCES OF APPROPRIATIONS — —— | Increase or 
TO SPECIAL ACCOUNTS 1959 decrease (—) 
: 1958 
(estimated) 


National defence equipment account (section 3, Defence 


Appropriation Act; 1990)> -.saes + scans anes ae eet eee ete ale ee were 211.8 —211.8 
@olombo plan hind, . 2. 37456 areata Seer ae pee * 55.4 60.4 —5.0 
National capital LG. 2 ac. pas co teas Scot ew a Ie ee 0.4 0.5 —0.1 
Badway trade erosseing (Nd s,s sess os ne ay cael «pee 22.0 12.6 9.4 

PORE ies 0 cle momae eee = mnie ota ialieie as eae hg ate ete eae 0.1 Ol ieee ede 
77.9 285.4 —207.5 


The national defence equipment account was established under Section 3 
of the Defence Appropriation Act, 1950, and continued by subsequent votes of 
parliament. Under the terms of the Act, the value of defence materials and 
supplies acquired prior to March 31, 1950, and transferred to members of the 
North Atlantic Treaty Organization, could be credited to the account and these 
credits could be used in subsequent years to purchase equipment or supplies 
for the naval, army or air services of the Canadian forces. This account which 
totalled $212 million at the beginning of the year was liquidated during 1958-59 
in accordance with the announcement by the Minister of Finance in his budget 
speech of June 17, 1958. 

The decrease of $5 million in the Colombo plan fund represented the amount 
by which disbursements from the fund of $40 million exceeded the $35 million 
credited to the fund out of moneys voted by parliament for assistance to countries 
in south and south-east Asia. 


128 


The increase of $9 million in the railway grade crossing fund represented 
the amount by which the $15 million credited to this account and charged to 
expenditure exceeded disbursements of $6 million. 


Deferred credits 

This is a new category set up to record the amounts of deferred interest 
on loans and advances to certain Crown corporations and national governments 
and other deferred payments due the government. These are contra accounts 
to corresponding items under “‘Loans to, and investments in, Crown corporations,” 
“Loans to national governments” and “Other loans and investments.’”’ Further 
explanations are given under these categories. 


TABLE 39 
(in millions of dollars) 


Balance at March 31 


Increase or 
DEFERRED CREDITS 


1959 decrease (—) 
(estimated) 1958 
Agreements onsale Of Crowilrasseusera ceil crit cieieeiceatares eterecke 16.3 19.0 —2.7 
Crown Assetss Disposals Corporationyams arkiv tenis «arcuate cieere 6.0 5.8 0.2 
Deferred interest— 
‘Pheists lawrence SeawayeMuuhRonity say eeien chet cee e cers 12.8 4.7 8.1 
United Kingdom Financial Agreement Act, 1946............ 44.2 GAD ss Sete Settee athe 
Old sla seen eS ConA He CR AS aT EROS o PORE nb aH ac Cn Samco. 2.6 BaP —0.6 
81.9 76.9 5.0 


Suspense accounts 
These accounts consist of balances where some uncertainty as to disposition 
exists. 


TABLE 40 


(in millions of dollars) 


Balance at March 31 
—___—__—_____—_—____——| Increase or 


SuspPensE ACCOUNTS 1958 decrease (—) 


1959 
(estimated) 


International monetary fund—revaluation of Canadian dollar 


ALAN CO ire Soe leersr cr cavern SOs GEN A ep ove OHeTS Ove Cr oS Cle DeLee Mey 0.1 5.1 —5.0 
Baylist. deductions se, « steacqut oe ee ee ease ae Seon 6.4 6.3 0.1 
Replacement of materiel, sec. 11, National Defence Act........ 12.0 18.2 —6.2 
Unclaimed. cheques 00.5.. 55 AS hee eee ee 4.0 AO ccahet Srobecenee eters 
Ober salve weanpetds oi Geter css dee eae es ees eee eee 3.0 2.8 0.2 

25.5 36.4 —10.9 


The decrease of $5 million in the “‘International monetary fund—revaluation 
of Canadian dollar balance” account represents adjustments occasioned by the 


increased value in terms of Canadian dollars of Canada’s subscription to the 
fund. 


“‘Paylist deductions” are for Canada savings bonds, income tax, etc., and are 
credited to this account pending transmittal to the Department of Finance or 
to the department concerned. 
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The ‘Replacement of materiel” account established by section 11 of the 
National Defence Act is credited with amounts realized from the sale of materiel 
that has not been declared surplus to requirements but has been authorized 
by the Governor in Council to be sold to other countries. The account is 
debited with disbursements representing amounts paid for the procurement of 
replacement materiel. During 1958-59 disbursements exceeded credits to the 
account by $6 million. 


Unmatured debt 

The unmatured debt of Canada at the close of 1958-59 amounted to $15,558 
million compared with $14,245 million at the close of the previous fiscal year. 
Debt payable in Canada increased by $1,463 million partly offset by a decrease 
of $150 million in debt payable in New York. There was no change in debt 
payable in London. 


In the year under review, unmatured debt obligations payable in foreign 
currencies have been stated in Canadian dollars converted at the rate of $2.80 
for the pound sterling and par for the U.S. dollar. 


B. C#ances In Principat ASSET CLASSIFICATIONS DuRING 1958-59 


The total of assets increased during 1958-59 by $1,161 million, The prin- 
cipal changes were increases of $735 million in loans to Crown corporations, $326 
million in the unamortized portion of the actuarial deficiency in the permanent 
services pension account, $159 million in current assets, $72 million in deferred 
charges, $19 million in other loans and investments and $20 million in advances 
to the exchange fund, and decreases of $129 million in sinking fund and other 
investments held for retirement of unmatured debt and $39 million in loans to 
national goverments. 


TOTAL ASSETS 
MILLIONS OF DOLLARS MILLIONS OF DOLLARS 


10000 FISCAL YEARS ENDED MARCH 31 000 
OTHER ASSETS 
8000 > > CASH AND OTHER CURRENT ASSETS 8000 
Ss ow 
AX ty wane SS /) OTHER LOANS AND INVESTMENTS 
6000F yyy 6000 
Ly jf 
Yi YW. Yo 
i ADVANCES TO EXCHANGE FUND ACCOUNT 
— 4000 
LOANS TO CANADIAN NATIONAL RAILWAYS 
2000 
S LOANS TO NATIONAL GOVERNMENTS 
“) AND INTERNATIONAL ORGANIZATIONS 
0 


1952 1953 1954 


*Estimated 


68260-9—9 


130 


Current assets 

There was an increase of $159 million in this category during the fiscal year, 
mainly due to increases of $121 million in the cash accounts, $24 million in working _ 
capital advances and $13 million in the securities investment account. 


TABLE 41 


(in millions of dollars) 


Balance at March 31 
CuRRENT ASSETS _—___—_—_————————_|_ Increase or 


1959 decrease (—) 
(estimated) 1958 
Gashan current anduspecial Geposits nn same sectors 473.0 307.5 165.5 
Cash in hands of collectors and in transit.............0s+e+ceeee: 120.0 160.5 —40.5 
Departmental working capital advances and revolving funds— 
Agricultural commodities stabilization account.............. 68.8 26.5 42.3 
Defence productionmevolving funder emer eee mince 34.1 54.6 —20.5 
Miscellaneous departmental imprest and advance accounts... 22.0 212 0.8 
OA 1Y2) ARR MRIS 2 Ry CA RS es Cig NAT OO ee Are PELE Seay 29.8 27.8 2.0 
154.7 180.1 24.6 
Secuinitiesunvespment account... eee eee et ee erate eee 93.0 79.8 13.2 
Other current assets—moneys received after March 31 but applic- 
able to thercunrents yeabsre.s aeeereribie doetieeraee miners eer 15.0 18.9 —3.9 
855.7 696.8 158.9 


Cash in current and special deposits increased by $166 million but this 
increase was partly offset by decreases of $41 million in cash in hands of collectors 
and $4 million in moneys received after March 31, 1959. 


The increase of $24 million in working capital advances was due to 
increases of $42 million in the agricultural commodities stabilization account 
and $3 million in other accounts offset by a decrease of $21 million in the defence 
production revolving fund. 


Advances to the exchange fund 

Advances during the year to the exchange fund account to finance the 
purchase of gold and foreign exchange amounted to $225 million and repayments 
were $205 million, increasing outstanding advances to $1,995 million at March 
31, 1959. 


Sinking fund and other investments held for retirement of unmatured debt 

There was a decrease of $129 million in this category during the fiscal year 
due to a reduction in the government’s investment in its own New York bond 
issues. On February 1, 1959 the government called for redemption the 
1948-56/63, 3% New York issue of which it held $129 million in this account. 


Loans to, and investments in, Crown corporations 
These loans and investments increased by $735 million during 1958-59 
bringing the balance in this category to $3,289 million at March 31, 1959. 


Advances to Atomic Energy of Canada Limited, to be covered by obligations 
or shares of the company, amounted to $3 million during the year. These 
advances were for the construction or acquisition of buildings and equipment at 
Chalk River and Deep River and for the commercial products division at Ottawa. 
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TABLE 42 


(in millions of dollars) 


Balance at March 31 
Loans TO, AND INVESTMENTS IN, CRowN CorPoRATIONS Increase or 


959 decrease (—) 
(estimated) 1958 
Atomic Energy of Canada Limited..........cccccnesevecesscess 59.0 56.0 3.0 
POMEL MEN IEE A Shi e cy on « ae Cee nk poate oe ee 5.9 BQ Clete hae 
CSaptting A Poe, LIMITA. «o> «xu 55 4 ENT as aeelak oie A UE (is Bs Gal bea ontie wontareety 
(mnetien Droacdhasting Corporation ; 5 csc Seeks eae bi aes ee 27.0 —27.0 
Canadian Commercial Corporation.............c.eececceseeeees 4.0 iy 0 (eh 8 ae ee 
Sian Karm botn Boure 6 «249.002 lo anss seks eee ee es 87.6 65.2 22.4 
petian National. Raibwarae. ... .icis. ays dev x.cs eared es as OE 1,473.4 1,266.1 207.3 
Canadian National (West Indies) Steamships Limited.......... 0.2 | —2.9 
Canadian Overseas Telecommunication Corporation............ 14.1 12.6 1,5 
Central Mortgage and Housing Corporation.............-.++-++- 1,003.9 668.0 335.9 
Eldorado Mining and Refining Limited.................0.-0005: 8.2 a Pee eA oe 
Export Credits Insurance Corporation. ............sseeceeeeecee 10.0 A001 EL. tees citer 
Rational: Canital Com tiissione 225) ac hoidtica keaiies coh as tare et Dl: 5.0 
PLBASOUGT ELRPHOULS, SORE 5 cc. cscncs cine Ho Sew calender Kone ee 146.2 125.4 20.8 
Northern Canada Power Commission. .....656.yseceensseeecens 34.1 14.4 19.7 
Northern Ontario Pipe Line Crown Corporation................. 112.8 70.8 42.0 
Polrvmer Corporation Eamited 2.1... sas ec e nae on cae t cote ais 30.0 Bd a EEN Raval tis 
The St. Lawrence Seaway Authority—loans.................... 271.0 172.0 99.0 
deferred interest......... 12.8 4.7 8.1 
Other Crown GOrporauioug® «<<< ce nentesc se aoletmawn nn wered mena 0 1.2 tee —0.1 
3, 289.0 2,554.3 734.7 


Under the provisions of the Broadcasting Act which came into force on 
November 10, 1958, the Canadian Broadcasting Corporation repaid $4 million, 
(that portion of the working capital of the corporation in excess of $6 million). 
The remainder of its indebtedness of $23 million to the government was can- 
celled and this amount, plus the capital surplus of the corporation at the coming 
into force of the Act, was credited to a proprietor’s equity account and transferred 
to net debt. 

Loans to the Canadian Farm Loan Board amounted to $22 million during 
the year while repayments by the board were $253 thousand bringing the 
total advances to $88 million at March 31, 1959. 

Loans to Central Mortgage and Housing during the year amounted to 
$373 million, of which $350 million was for direct loans by the corporation, 
$22 million for federal-provincial housing projects and $1 million for advances 
for house construction. Repayments totalled $37 million of which $33 million 
was for direct loans, $1 million was for loans for federal-provincial housing 
projects and $3 million for loans for house construction. The net increase for 
the year of $336 million brought the total loans to the corporation to $1,004 
million at March 31, 1959. 

Loans to the Northern Ontario Pipe Line Crown Corporation in connection 
with the construction of the Northern Ontario section of the all-Canadian 
natural gas pipe line totalled $42 million in 1958-59. There were no repay- 
ments during the year. 

Advances to The St. Lawrence Seaway Authority amounted to $99 million 
bringing the total loans to $271 million. In addition deferred interest on these 
loans was increased by $8 million being the amount of interest due on December 
31, 1958. A contra ‘tem for this amount is included in the liability category 


‘Deferred credits’’. 
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In the fiscal year ended March 31, 1959, the government made advances 
of $205 million to the Canadian National Railway Company for capital purposes 
and retirement of debt in the hands of the public. Repayment of current and 
prior years’ advances during the year ended March 31, 1959 was $11 million. 

In addition, to assist the company to finance further capital expenditures 
in the year ended March 31, 1959, the government purchased an amount of 
$21 million of four per cent preferred stock of the Canadian National Railway 
Company. This stock is issued under the authority of the Canadian National 
Railways Capital Revision Act, 1952, in an amount equal to three per cent of the 
gross revenue of the company. 

Further, in the year ended March 31, 1959, the government provided the 
company with temporary loans of $34 million to cover, in part, the 1958 income 
deficit and $14 million to cover, in part, the 1959 income deficit. Since in the 
year ended March 31, 1958, the government made temporary loans of $22 
million to cover, in part, the 1958 deficit, the total loans on the 1958 deficit 
were $56 million. However, an amount of $4 million was repaid prior to the 
end of the current fiscal year and the outstanding balance of $52 million was 
charged to expenditure. 

In summary, the total amount which was made available to the company 
during the year was $274 million, repayments and write-off amounted to $67 
million, resulting in a net increase of $207 million in the amount outstanding 
at the end of the fiscal year. 

Other changes in loans and investments included increases of $21 million 
to the National Harbours Board, $20 million to the Northern Canada Power 
Commission, $2 million to the Canadian Overseas Telecommunication Corpora- 
tion and a decrease of $3 million in loans to the Canadian National (West 
Indies) Steamships Limited. 


Loans to national governments 
These loans totalled $1,449 million at March 31, 1959, a decrease of $39 
million during the fiscal year. 
TABLE 43 
(in millions of dollars) 


Balance at March 31 
Increase or 


Loans to NATIONAL GOVERNMENTS 
decrease (—) 


959 
(estimated) 1958 
Loans to United Kingdom— 
The War Appropriation (United Kingdom Financing) Act, 
Io Daas os eh PRE EASON <n. danh OTe ALAIEN GOON AO oo Ueno nS 22Eb —22.5 
The United Kingdom Financial Agreement Act, 1946....... 1,080.5 1,096.6 —16.1 
Deferredsinterest +..< ceed. one Cee Eee ee 44.2 BA SO OB cars Satire wee 
1,124.7 1el6sus — 38.6 
Loans under the Export Credits Insurance Act, Part II— 
GUD UU re carat ste ecce tere Gol Rene ee Dene 41.5 43.8 —2.3 
ALAN CG eictdia ak chs care coer woperrciarteeheaee 6-4 SIA AC ee ee 159.0 167.4 —8.4 
Netherlands vce ccccoc tevecdc cere en er eT ee 82.6 87.2 —4.6 
INGE Way ad ches SRS os GBs: Sere Pe ee 2.6 Duo —2.7 
285.7 S087 —18.0 
Miscellaneous loans and advances— 
rance—interim credit—consolidated interest............... 1.6 PAG oA etee Sethe 
Special loans to finance the purchase of wheat and flour from 
Canad a ccs cae «pussies ot nee oe Oen te ee 35.0 16.2 18.8 
Netherlands—military relief and currency credits settlement. 1 2.3 —0.6 
Miscellaneous ty rf. svaccuay eves asm lo eiredteten eileen eS arwe 0.6 0.9 —0.3 
88.9 21.0 Le 


1,449.3 1,488.0 —38.7 
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During the fiscal year the United Kingdom government repaid all of the 
outstanding balance of $23 million of the $700 million interest-free loan granted 
under the provisions of the War Appropriation (United Kingdom Financing) 
Act, 1942. In addition a $16 million repayment was made on the $1,185 
million loan made under the $1,250 million credit authorized by the United 
Kingdom Financial Agreement Act, 1946, reducing the principal outstanding 
at March 31, 1959 to $1,081 million. 


Repayments of advances under Part II of the Export Credits Insurance 
Act to certain foreign countries to assist them in purchasing goods and services 
in Canada amounted to $18 million during the year reducing the balance at 
March 31, 1959 to $286 million. 


Miscellaneous loans and advances to foreign governments increased by 
$18 million due to an increase of $19 million in special loans to finance the 
purchase of wheat and flour from Canada. These special loans amounted to 
$35 million at March 31, 1959, of which $33 million was made to India and $2 
million to Ceylon. 


Other loans and investments 
There was an increase of $19 million in this category during the year 
bringing the balance to $682 million af March 31, 1959. 


Canada’s subscription to the capital of the international monetary fund 
was reduced by $3 million during the year. The accounts of the fund are main- 
tained in terms of United States dollars therefore in order to keep Canada’s 
subscription at the required amount, that portion represented by Canadian 
dollar balances is revalued quarterly and any settlement required is made annually 
as at April 30, the end of the fund’s fiscal year. The decrease of $3 million 
reflected the settlement at April 30, 1958 and subsequent adjustments due to the 
quarterly revaluations. 

Loans to provincial governments increased by $27 million due to a loan of 
$30 million to the Province of New Brunswick in respect of the Beechwood 
Power Project partly offset by regular annual payments of $3 million in respect 
of loans to other provinces. 

Overpayments to certain provinces arising out of 1952 tax-rental agreements 
were reduced by $1 million during the year. 

Advances under the Veterans Land Act decreased by $9 million, however 
as the reserve for conditional benefits under the Act was reduced by $6 million, 
the net decrease was $3 million. 

Miscellaneous loans and investments decreased by $1 million during the 
year. Increases of $6 million being more than offset by decreases of $7 million. 
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TABLE 44 


(in millions of dollars) 


Balance at March 31 ' 
; ———_________—__———| Increase or 
OrHEeR LOANS AND INVESTMENTS 1959 re Weorenas CA 
(estimated) 


Subscriptions to capital of, working capital advances and loans 
to, international organizations— 
Canada’s subscription to capital of— 


ImntermationalimonetarssunG ace a hates eeeeeoeaias tee 292.9 295.9 —3.0 

International bank for reconstruction and development.. 70.9 TOO ns Samivets oeterees 

International finance corporation sp.-s. ee sce eee ee ee 3.5 SLOP aoa e eae ee 
Working capital advances and loans to international organ- 

IZALIONS Moa ee cies aso Nee elses ram Meee ae eee rete nern Zee Wee —0.1 

869.6 872.6 —8.1 
Loans to provincial governments— 

31: Oe Re Si ean emo yee ini aro oid orene corr Oe ce 8.8 9.2 —0.4 
British Colum biaw.oe asngins oa 6 oa eee ree eis Sievers erates a gies 17.9 —0.8 
Mari tobaiyt ed. Ga, cae oe Cee Seah aie es ci ee ees ees 14.4 15.0 —0.6 
ING we Brunswi@k.. ccc asco cia oe ae hGe oils setseraene tere Paieeioaie ek 29) Big lls <5 os 29.5 
INGva. SCOUIG Hone b soe ore a ies ce oe ae eis tea arte ororerniettens 0.1 CO Ciel Int yon catec Re irae 
PrincevEdiward island rene ie veeearertee eee ener rs 0.1 OSD AE Se caketen cherccke tenes 
Daskaichewanse sea sce occ se crater ok ome reerran evel tensions Dens 24.4 -—1.1 

98.8 66.7 26.6 
Overpayments to provinces arising out of 1952 tax-rental agree- 

ments— 

Manitobas aden sa Sea eo hae aan cdom) seselad obi Sa clear ok 0.6 0.9 —0.3 
New: Brunswitk sicrjajesccnocort toieyeleiocats oe eli eeiere op resiele eenaietie yey mani 0.6 0.7 —0.1 
Newitound land 22% dic.car- cers sabes te cieter da poeta arin amenee 0.3 0.4 —0.1 
Brin ce dward sland assem neice cena eit ieee eran ner: 0.7 0.9 —0.2 
Saskatehewati \e.:caetas on eedé he ao ton seed eee eaiee 0.9 2 —0.3 

Sail 4.1 —1.0 

Veterans landvANct advancesnaca. sects eae aerial 193.0 201.7 —8.7 
Less reserve for conditional benefits—Veterans Land Act, 1942 —42.1 —47.7 5.6 
150.9 154.0 —3.1 


Miscellaneous— 
Acquisition of land to control properties in the vicinity of 


MAaimverminal Ampornts) ae sees cee eee aera 4.5 6.7 —2.2 
Assisted passage scheme (section 69, Immigration Act, 

SS PO 5D) ere Meese OS scat A ts aeRO Cam eee Re, § 52 dal —1.9 
Balances receivable under agreements of sale of Crown assets. 19.1 2270 —2.9 
Construction of dock and rail facilities for Steep Rock Iron 

Mines: Tuimited’cs:oncccetrs soe stam essoncoee Pista ea exes 2.1 2.2 ~+0.1 
Crown Assets Disposal Corporation—government equity in 

ACENGY ACCOUNT A eee Roe ee nena eee 6.0 5.8 0.2 
Dominion Coal Company. lunmitedenn. neces eee cient tele ee DEG 5.2 0.5 
Municipal Improvements Assistance Act, 19388............... 2.1 2.4 —0.3 
New Westminster Harbour Commission..............+++0+: 2.4 Dh. Mes, csmeere mopoys. ccelers 
Mown oMOromocto. INV bes eae ne tee eee eee 4.5 15 3.0 
LORI oe eM eG Eee trae ee o ora cuio Bea 6 bat Coan oni Hoa oe vot sae 10.1 Bee 

64.9 65.4 —0.5 
681.7 662.8 18.9 


Securities held in trust 


This category records the security holdings of various lability accounts. 
There was a decrease in this account of $3 million, the balance at March 31, 
1959 being $20 million. 


Deferred charges 


This category consists of the residual balance of discounts and commissions, 
redemption bonuses and conversion premiums on loan flotations that have not 
been amortized or written off to expenditures. 


The balance in the account at March 31, 1959 of $150 million reflects an 
increase of $72 million during the fiscal year. Costs of new loans issued in 
1958-59 and charged to the account were $108 million, of which $67 million was 
in respect of the 1958 conversion loan and $6 million in respect of treasury bill 
discounts which will be charged to interest on public debt in 1959-60. Credited 
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to the account was $36 million of which $31 million was charged to annual 
amortization costs and $5 million representing discount on treasury bills sold in 


1957-58 was charged to interest on public debt in the 1958-59 budgetary ex- 
penditure accounts. 


Unamortized portion of actuarial deficiencies 

In 1958-59 $326 million was credited to the permanent services pension 
account to bring that account into line with an actuarial evaluation as at 
March 31, 1958 and an equivalent amount was set up as the unamortized portion 
of the actuarial deficiency. 
There was no change in the unamortized portion of the actuarial deficiency 
in the superannuation account. The balance remained at $139 million. 


Suspense accounts 
There was no change in the balance in this category during the fiscal year. 


Capital assets 


Capital assets, which consist of assets of the government such as land, 
buildings, works and equipment, etc., that are charged to budgetary expenditures 
at the time of acquisition or construction, are shown on the statement of assets 
and liabilities at a nominal value of $1. 


Inactive loans and advances 

This category records loans and advances which are not currently revenue- 
producing or realizable. Included are the loan of $49 million to China under 
the Export Credits Insurance Act, loans of $24 million and $7 million made to 
Roumania and Greece in 1919-20 and 1920-21 and advances of $12 million in 
respect of the implementation of guarantees (Ming Sung Industrial Company 
Limited), an increase of $1 million over 1958-59. 


Reserve for losses on realization of assets 


There was no change in this reserve during the year. The balance at 
March 31, 1959 remained at $546 million. 


C. INCREASE IN Net Dest 


The budgetary deficit of $617 million for the fiscal year 1958-59 plus an 
adjustment of $23 million in respect of prior years transactions resulted in an 
increase of $640 million in the net debt of Canada from $11,046 million at March 
31, 1958 to $11,686 million at March 31, 1959. 
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5. THE CASH POSITION 


The government’s cash position is affected not only by the budgetary 
transactions explained in some detail in preceding sections but also by non-’ 
budgetary transactions and changes in the government’s outstanding unmatured 
debt. Although there was an estimated budgetary deficit of $617 million in 
1958-59, the government’s bank balances increased by $166 million during the 
same period. This increase was the net result of the budgetary deficit of $617 
million, a cash requirement of $646 million for non-budgetary transactions and 
an increase of $1,429 million in outstanding unmatured debt (after taking into 
account transactions in the securities investment and sinking fund accounts). 


Non-budgetary receipts and credits relate to transactions which result in 
increases or decreases in the government’s assets and liabilities and do not appear 
in what might be called the government’s income account for the fisca] year 
nor do they enter into the calculation of the annual budgetary surplus or deficit. 
However, in considering the full scope of the government’s financial operations 
and in measuring their effect on the government’s cash position and their 
impact on the economy, non-budgetary as well as budgetary transactions must 
be taken into account. 


The increases or decreases in the government’s assets and liabilities have 
been described in detail in the section entitled “Statement of Assets and Lia- 
bilities of Canada’”’. On the assets side the non-budgetary transactions consist, 
for the most part, of loans and advances to, and repayments by, Crown corpora- 
tions and other government agencies and funds (including the old age security 
fund), national, provincial and municipal governments, international organiza- 
tions, veterans and other borrowers. On the liabilities side they relate mainly 
to receipts and payments in connection with the many deposit and trust accounts, 
and annuity, insurance and pension funds held or administered by the government. 


The following statement summarizes the non-budgetary transactions for 
1958-59 and indicates how they, together with the budgetary transactions and 
changes in the unmatured debt position, affected the government’s cash position. 
For purposes of comparison, the corresponding figures for 1957-58 are also shown. 
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TABLE 45 
(in millions of dollars) 


6G0—" wo ———oooooOOOOeEeEeEe—E—ETooooEEoEToTl_ Lz: SFT FTFTFT 
ed 


CHANGES IN CasH Posrrion 


Aagaptemey RECEIPTS AND CREDITS (excluding unmatured debt trans- 
actions)— 

Repayment of loans, investments and working capital advances (net)— 
Canadian Broadcasting Corporation..........cccccescssccevsccsess 
Defence production revolving fund. .........cccccescccecceeccvenes 
United. Kinsdom (1622-loan) thos, aeetaaie did havoiuceh cr teencnn 
United Kinadom: (19t6 loan): see ote poke cee 
Other national governments (Export Credits Insurance Act)....... 
Veterans Land Act a ecass sees Glane chee oe ee eee 
EDGE ice ie crore a aus basic ORE ithe ie nee RR EEE Ee ee 


Net government annuities account receipts— 
Premium receipts less payments to beneficiaries................-- 
Government contribution to maintain reserve........--e-eeeeeeeee 
Interest, paid. by: amwernmaantie nea ss fey it Gt soe wrote Ses ee ons 


Net insurance and pension account receipts— 
Employee contributions less payments to beneficiaries............. 
Govéernment.contributianss ie sck eckinne ers Rao ogee lesb aeer seoun 
Actuarial deficiency in permanent services pension account......... 
Interest ‘paid: by governments: .. opuawnivieseu ce ew Hetemnehamatireete. 


Net sales of investments of unemployment insurance fund.............. 
Net increase in current and demand liabilities.................0eeeeees 
Net receipts on account of Strategie Air Command bases (in trust)..... 
Net receipts in railway grade crossing fund............--.seccesccesees 
Net decrease in cash in hands of collectors and in transit............... 
Net receipts:in. sundry other accounts, 20sec ei. cis cds cise tle'e oie sie oe sivie' 


NON-BUDGETARY DISBURSEMENTS AND CHARGES (excluding unmatured debt 

transactions)— 
Loans, investments and working capital advances (net)— 

Agricultural commodities stabilization account..............sse0.- 
Atomic Buergy ‘of Canada, Tamited Pi. «ssdcnnee nsegies wsiesiremntels 
Canadian Barn £.6an BOard ciao eccae orcs ects sreci ster aitem citer 
Canadian National Railway <5 csi xl 9.0 onesctlertie.cie atetets viavatoveroin ogelaversy 
Central Mortgage and Housing Corporation. ..........-.eeeeeeees 
Bixchange fund. «..a0 0.5 - setae aise ene eis as opiate csieisteniele im eeamneecaiels 
Governments of India and Ceylon. 25.20 sites cess ame «et satstensalctere stats 
National Harbours Bosrdiisen veces ctdels enides nie pelt aeanincceiseics 
Northern Canada Power Commission. ......0sccassseeosccveesress 
Northern Ontario Pipe Line Crown Corporation...........-0¢0+00: 
The St. Lawrence Seaway Authority..... Seite Hearst sdesesisiises 
Provincial fG6vernWienbs aco hiaisie 69» ort wniieid ay ols bpeialoreiojnio minus Si pia vin bi siele 
COBPIOL occ od cos © a so ciecs ordre weiner us eine lo ane Rie eia lene Talal nialie sates nee mire 


Net payments from unemployment insurance fund.........-.+++seeeee: 
Net payments from special defence accounts........seseseeeeeeeeeeeeee 
Net increase in unamortized loan flotation COStS..........ceeeeeeeee ene 
Net payments from Colombo Plan fund......... ieee eee eee e cen eees al 3 
Unamortized portion of actuarial deficiency in permanent services 

PENSION ACCOUNE.... 1... eee cere reece ences teen tence etecetececeeees 
Net disbursements from sundry other accounts........-+.sseseeeseeers 


Net amount required for (—) non-budgetary transactionS......+.++++++++++ 
Budgetary deficit ..........eeceeeeeeeeesee cree ererseereeeceeeretaeenaeees 
Overall cash requirements to be financed by increase in debt or decrease 
in cash balances: (—)...2.. 00sec cde eves seers ee nmibw sig bale lwicn oleh a. pteeees 
Net increase in unmatured debt outstanding in the hands of the public— 
Linmatured Geb6. sc cccscncnccrsencscecesenceun@inevavyesb Grseciy ete ts 
Securities investment account.......... cece ee eee ee eter renee eeeeees 
Sinking funds and other investments......-+++seeerereereceeesereeeeees 


Net increase or decrease (—) in Receiver General bank balances........... 


1959 


Ke bon 
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or 
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oe 


(estimated) 
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As the table shows, non-budgetary receipts and credits for 1958-59 (exclud- 


ing unm 


atured debt transactions) totalled $1,114 million while non-budgetary 


disbursements and charges (also excluding unmatured debt transactions) amounted 
to $1,760 million, resulting in a net amount of $646 million required for non- 


budgetary transactions. 
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As there was a budgetary deficit of $617 million, $1,263 
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million had to be financed by an increase in unmatured debt or a decrease in cash 
balances. In 1957-58 there was a requirement of $127 million for non-budgetary 
transactions and this together with the budgetary deficit of $38 million resulted 
in $165 million having to be financed by an increase in unmatured debt or a de- ' 
crease in cash balances. 

Non-budgetary receipts and credits, as already indicated, totalled $1,114 
million in 1958-59. Repayments of loans, investments and working capital 
advances were $103 million and included $4 million from the Canadian Broad- 
casting Corporation, $39 million from the United Kingdom Government on 
account of the War Appropriation Act, 1942 and the Financial Agreement Act, 
1946 and $18 million from other national governments on loans under Part II 
of the Export Credits Insurance Act. Net government annuities account 
receipts were $58 million and net insurance and pension account receipts were 
$523 million including $326 million representing the actuarial deficiency in the 
permanent services pension account as at March 31, 1958 which was credited 
to the account during the fiscal year. The net proceeds of the sale of investments 
of the unemployment insurance fund to finance payments out of the fund 
amounted to $238 million, and net receipts and credits in various other accounts 
amounted to $192 million including $84 million for the net increase in current 
and demand liabilities (such as outstanding cheques), $48 million on account 
of Strategic Air Command bases (in trust) and $41 million representing the 
net decrease in cash in the hands of collectors and in transit (which cash re- 
presents moneys received by public officers on or before March 31, 1959 but 
not deposited to the credit of the Receiver General until after that date). 

Non-budgetary disbursements and charges amounted to $1,760 million. 
Loans, investments and working capital advances were $882 million and included 
net advances of $42 million to the agricultural commodities stabilization account 
in connection with the purchase and sale of commodities after allowing for a 
charge of $15 million to budgetary expenditures in respect of losses in operations 
during 1958-59, $22 million to the Canadian Farm Loan Board for the purpose of 
making loans to farmers, $207 million to the Canadian National Railways 
for additions and betterments, the acquisition of rolling stock and equipment 
and the retirement of maturing debt after allowing for a charge of $52 million 
to expenditures in respect of the company’s operating deficit for 1958, $336 
million to Central Mortgage and Housing Corporation for the purpose of making 
housing loans, $19 million to the Governments of India and Ceylon for the pur- 
chase of Canadian wheat, $21 million to National Harbours Board for reconstruc- 
tion and capital expenditures, $20 million to Northern Canada Power Com- 
mission for power plant construction in Northern Canada and assistance under 
the Atlantic Provinces Power Development Act, $42 million to the Northern 
Ontario Pipe Line Crown Corporation for financing the Northern Ontario section 
of the natural gas pipe line, $99 million to The St. Lawrence Seaway Authority for 
dredging and construction of the seaway, and net payments of $26 million to 
provincial governments ($30 million having been advanced to the Province of 
New Brunswick in respect of the Beechwood Power Project). Net payments 
from the unemployment insurance fund were $242 million (sales of investments 
amounted to $238 million). Net disbursements from the special defence accounts 
were $218 million reflecting the decision to liquidate the national defence equip- 
ment account. Other non budgetary disbursements and charges amounted to 
$417 million and included $72 million in respect of loan flotation costs not yet 
amortized and $326 million in respect of the unamortized portion of the actuarial 
deficiency in the permanent services pension account. 

In summary, as budgetary and non-budgetary transactions during 1958-59 
required financing in the amount of $1,263 million, and unmatured debt out- 
standing in the hands of the public (after taking into account transactions in the 
securities investment and sinking fund accounts) increased by $1,429 million, 
more than sufficient to meet the requirement, cash balances on deposit with the 
banks increased by $166 million. 
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6. THE PUBLIC DEBT 
Gross and net debt 


During the fiscal year ended March 31, 1959, the gross public debt increased 
by $1,801 million to $20,220 million. This increase was made up of increases 
of $1,313 million in unmatured debt and $488 million in other liabilities. During 
the year the government’s recorded net assets increased by $1,161 million. The 
net debt thus increased by $640 million to $11,686 million. 


GROSS AND NET DEBT 
BILLIONS OF DOLLARS 
2 FISCAL YEAR ENDED MARCH 31 


NET DEBT AS AT MARCH 31 


BILLIONS OF DOLLARS 
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TABLE 46 


SrareMENT oF Pusuic Dest, UNMATURED Dest, Recorpep Net Assets AND Net Dest or CANADA 
(in millions of dollars) 


Gross public debt Increase or 


Less decrease (—) 

As at March 31 recorded Net debt | in net debt 

Unmatured| Other Total net assets during 

debt liabilities = fiscal year 
PODS. os cea 5 cana s cea aae 14,496.5 3,455.0 17,951.5 6, 688.4 11, 263.1 147.2 
TOBE: : 3S ceacs cof ee tape 15,407.6 3,716.6 19, 124.2 7,843.8 11, 280.4 17.3 
jt) een ly ae Ae he 14, 368.4 3,967.3 18, 335.7 7,328.0 11,007.7 —272.7 
1056; oc exxscrkénete teeta 14, 245.1 4,173.4 18,418.5 7,372.2 11,046.3 38.6 
1000-5, OCo oc cde ics eer oue 15,657 -7 4,661.8 20, 219.5 8,533.7 11, 685.8 639.5 


Unmatured debt 

The total unmatured debt of Canada at March 31, 1959 was $15,558 million. 
This was $1,313 million more than the total at the end of the previous fiscal year. 
During the fiscal year the government’s holdings of its own securities in the 
sinking fund decreased by $129 million and in the securities investment account 
increased by $13 million. The net increase in the amount of outstanding un- 
matured debt in the hands of the public was $1,429 million. 


Summary of securities issued and redemptions during the year 
During the year ended March 31, 1959, the government issued securities 
payable in Canadian dollars in the principal amount of $9,286 million (exclud- 
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ing the refunding of treasury bills which mature periodically but including the 
increase in the issue of treasury bills in the amount of $70 million) and redeemed 
or converted issues in the amount of $7,973 million. Of the amount redeemed ~ 
or converted $150 million was payable in U.S. dollars; the balance was payable 

in Canadian dollars. 


Redemptions were financed as follows: 


(in millions of dollars) 
By proceeds of new issues: 


Canada savings bonds 1958 series (net)...... 860 
Othersme wap Ond issues. tment ten ncen irae 1,550 
Increase in treasury. plllsin pierre seine er 70 
2,480 
Byaretunding oncomversiontmae peritectic te 6, 806 
9 , 286 
Incresse insunma tured WebGemacm lacie corte ein ie emi —1,313 
Applied towards redemptions... 6.2... 12+ anaes same malo 7,973 


At March 31, 1959, the outstanding unmatured debt payable in U.S. dollars 
was $150 million compared with $300 million on March 31, 1958 due to the 
eall of the 1948-58/63 loan on February 1, 1959. The amount payable in 
sterling was $52 million, unchanged from the previous year. 


In July the government announced the conversion loan campaign which 
was the largest debt operation ever carried out in Canada. In order to lengthen 
out the term of the debt, by selling to the public longer term bonds in exchange 
for the shorter term victory loan bonds, it offered to convert all unmatured 
3 per cent victory loan bonds into new 44 per cent bonds due September 1, 1983, 

+ per cent bonds due September 1, 1972, 32 per cent bonds due September 1, 
1965 or 3 per cent bonds due December 1, 1961, providing the term of the new 
bonds was not less than that of the victory loan bonds converted. In all, $6,416 
million of the victory loans was outstanding and of this total $5,806 million, 
or approximately 90 per cent, was converted into the new issues. 


Net sales of Canada savings bonds, 1958 series, as at March 31, 1959, 
amounted to $860 million and redemptions of Canada savings bonds series 3 to 
12 (of which series 3 matured on November 1, 1958) were $575 million. The 
net increase during the year for all series was $285 million and the amount out- 
standing at March 31, 1959 was $2,832 million. 


The issue of treasury bills was increased by $70 million during the fiscal 
year and the amount outstanding at March 31, 1959 was $1,595 million. 


TABLE 47 
REDEMPTION oF Dest DuriING YEAR ENDED Marca 31, 1959 


Interest Where 


Maturity etd payable Amount 
per cent $ 

Wey Ls O58 <2 cre faeteenebarors cies eit eet na yavavers ele ateasie ie mialGie evox ls eimecieisiG teisoeiaeaace 3 Canada 124, 522,000 
Migiy Ly LOSS... ome aocins, socetttntee telecom aicin nine ieee re ITT ere 2 Canada 475,478,000 
Octoberwd, W958i Ve rats aetetaters eheeie ciate Grae mrtetaie ae are eee ee a Canada 400,000, 000 
Decora ber 1, Las 8 cis iree site Ser Sieh ei taiaiaig eee etait eatin at 24 Canada 400, 000, 000 
Seg ALPE EIR Otro) GOT ao Gua Aortobogn Gacaae 3 ace ; pelea 
une Lj; LOGO 26 stems 05 ade Ginn octane some eleineric eos ech at Cnet ce 3 ranada ; ; , 700 
February, bs MO6 oO) ere a Var cis steerer a efo a) fs ejcuetehotpaiauerere aster shal tet See 3 Canada 1, 262,166,050 
October); T9G3 CN. Le. 3 eines a eee Van ee eer ena ares Sa 3 Canada 1,072,799,150 
September: J LOGG Ge? «4... eaten scien « tae. See nee nee ore 3 Canada 1,446,594, 500 
Asagtist Aly E968 fe tacts. . Sy ene eae cine: cot ers eee 3 U.S. 150,000,000 


Canada savings: bonds series» tO: le. ee aniace eae aetna eee various Canada 575, 292, 350 
7,972,888, 500 


® $905,248 ,450 converted to Canada Conversion Loan 1958; balance matured January 1, 1959. 
@) Converted to Canada Conversion Loan 1958 in amount shown. 
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New Securities Issuep Durrne YeaR ENpep Marcg 31, 1959 


=— 


Price Yield at Total Renewals or Senauel 
to price to conversions 
DESCRIPTION govern- | govern- amount inhaled i esgic 
ment ment ane amount issued OF eas 
$ $ $ 
Issued to general public— 

ae in ie CRS 99.35 3.07 200,000, 000 

onds 3% May —May 1/6l..... 98.75 3.44 400, 000, 000 
Bonds 34% May 1/58—May 1/70....| 97.50 3.76 | 200,000,000/| 800,000,000 | 350,000, 000 
Bonds 37% May 1/58—Jan. 15/78.... 95.75 4.07 150, 000, 000 
Bonds 3% Sept. 1/58— Dee. 1/61..... EUR eee 1,020;514,000: } 1.020 514,000 |ivc.5ci cise oete oe 
Bonds 33% Sept 1/58—Sept. 1/65... Pe ete eeron ae: £,.266;723 300 1 1,266,728,100: [oie sctenie sere oe 
Bonds 44% Sept. 1/58—Sept. 1/72... LUE Eh eae eres T366.785-800) (ih SOG, 7oasS00 Ise rstapieiattic <i 
aoe 43% ee ee es ee pe Le 3 We 151548950 | 2 1 bP 48050. |e oo. sateue stators 

onds 23% Oct. 1/58—July 1/59..... ‘ .93 300,000, 000 
Bonds 23% Oct. 1/58—April 1/60....} 99.50 3.09 oe a 400,000,000 | 200, 000, 000 
Bonds 3% Dee. 15/58—Deec. 15/59... 99.15 3.87 300; 000, O00) Weis aies-tate-sie es 300, 000, 000 
Bonds 4% Jan. 1/59—Jan. 1/63....... 98.50 4.41 100; 000000) lixwons © aieieleera sue 100, 000,000 
Bonds 23% March 1/59—April 1/60.. 97.80 4.86 Bde COO OOO) ee ccs istesecerteveretos 85,000, 000 
Bonds 3% March 1/59—Dee. 15/60. . 96.50 5.06 PES ONO OOO Mareen siarrete niece 115,000, 000 
Canada savings bonds, 1958 series 

34% to 44% Nov. 1/58—Nov. 1/73} 99.00 4.28 | 860,000,000 }.............. 860, 000, 000 
Increase in treasury bills............ VATIONS [Tove cce: 10,000 OOO? ance sresten evr 70,000, 000 

Issued to chartered banks— 

Bonds 23% July 15/58—Dec. 15/58... 100.00 2.50 S6O8000, O00: 1S ciak cisnte anieics 360,000,000 


Issued to Bank of Canada— 
3onds 23% July 15/58—Dec. 15/58...} 100.00 2.50 20000000) |< as.ctae eevee 40,000,000 
§ 285,519,850 | 6,805,519,850 | 2,480,000, 000 


a 


“Issued at par in conversion of 5th and 6th victory loan bonds. Cash adjustments of $15.00 and 
$12.50 respectively (inclusive of accrued interest to Sept. 1, 1958) per $1,000 were paid on conversion. 


® Issued at par in conversion of 5th, 6th and 7th victory loan bonds. Cash adjustments of $25.00, 
$22.50 and $12.50 respectively (inclusive of accrued interest to Sept. 1, 1958) per $1,000 were paid on conver- 


sion. 

(3) Issued at par in conversion of 5th, 6th, 7th, 8th and 9th victory loan bonds. Cash adjustments of 
$25.00, $22.50, $12.50; $17.50 and $15.00 respectively (inclusive of accrued interest to Sept. 1, 1958) per $1,000 
were paid on conversion. 

“Issued at par’ in conversion of 5th, 6th, 7th, 8th and 9th victory loan bonds. Cash adjustments 
paid as in (*) above. 


Interest rates 

During the first four months of the year interest rates generally continued 
the downward trend from their peak reached in August, 1957. Subsequently 
rates reversed their trend and continued to rise gradually. The average interest 
rate on the government’s unmatured debt at March 31, 1959 was 3.60 per cent 
compared with 3.05 per cent at the end of the previous fiscal year and 2.74 
per cent at March 31, 1955. 


Treasury bill yields reflected a trend similar to that of general interest 
rates. The yield on three-month bills on April 3, 1958 was 1.83 per cent. 
On August 1, 1958, the yield dropped to a low for the year of 0.87 per cent and 
was 4.30 per cent on the last issue of the fiscal year. 
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AVERAGE INTEREST RATE ON UNMATURED DEBT 


R IT 
PER CENT PER CEN 


0 


1930 1935 1940 1945 1950 1955 1959 * 


* ESTIMATED 


The following table shows the high and low yields together with the yield 
on the last issue of three-month bills for the fiscal years ended March 31, 1955 
to 1959 inclusive. 


TABLE 49 


Treasury Birt YIELDS 


Three-month bills 
Fiscal year ended March 31 


High Low Last issue 

per cent per cent per cent 
tA eid a ROMER CREAT: OPC Se ant PERS Snr ats cor Seen | Col na otO an CIC RID TIO 1.62 0.78 1.13 
DOSG eke teerc cin ais, cont seogees rite bigs Aero TOC Hee TRE er ERATE tern are re 2.64 1.08 2.64 
DT Se eicrctececcnteyeecl ores tele ele LeVSo oes storey OOF SOE Ere on 3.81 2.40 Siri) 
HLS Ft s GeR en C nO Ree acre Ree ion sme ah, Han 2 os bho oer ecoomnes 4.08 Peet PIAA 
DLS tak eae ee ee re See en ARERR IGS Sic. ceo iss ASNae wee Cloth os Pies 4.30 0.87 4.30 


Indirect debt or contingent liabilities 


In addition to the direct debt set out in the statement of assets and liabilities 
the government has assumed certain indirect or contingent obligations. These 
consist of securities of the Canadian National Railways, guaranteed as to prin- 
cipal and interest, or as to interest only, and a number of miscellaneous guarantees, 
the chief of which are the guarantee of insured loans made by chartered banks 
and other approved lending institutions under the National Housing Act, 1954, 
deposits maintained by the chartered banks in the Bank of Canada, bank advances 
to the Canadian Wheat Board, advances under the Export Credits Insurance 
Act and bank loans under the Farm Improvement Loans Act. 


The government’s liability under its guarantee of insured loans under the 
National Housing Act, 1954 was $2,059 million at December 31, 1958, compared 
with $1,398 million at December 31, 1957. 
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TABLE 50 


Bonps aND DrseNntTuRE Srocks GUARANTEED BY THE GOVERNMENT AS AT 
Marcu 31, 1959 


Int t Estimated 
Date of maturity Issue met on amount 
rate outstanding 
per cent $ 

1 at es eae ee Canadian NOrthory AiDertdes sas caes, cite sewage osm 33 316,856 
May 39, 40615 Ucwack : Canadian. Northern Ontario. ..)..c00sccccccesasieseas 33 2,069, 805 
January 1, 1962........... Grand ‘Trank Paetiies caw. occas nese ones seca mcenns 53 26,465, 130 
January 1, 1962........... Grand Trunk PAGiwaOso 6 sek soe ce arenes anes anes, 4 7,999,074 
February 1, 1963......... Wanatlian Matioqnallie ks <os otk Cae doa «cree wdetmrnte 2} 250,000, 000 
January. 6; 3966... 6<..5.5 Canachan National 9.45 skis oe caine edt eee 3 35,000, 000 
January 2, 1967.,......... Canadian National san... sslen oe tire oa Geioclertete sie 2 50,000, 000 
September 15, 1969....... @anadian National: 2202: cco ce wcccune nos. sen emia ‘ 70,000, 000 
January 16, 1971.......... Gangdinn, Navionnl..a ayce eee: ethane ce oe ee eteacs * 24 40,000,000 
February 1, 1974......... Canadian, National’: cain act. dtien Sates teeta oes ea 32 200, 000, 000 
dump 15; 2076s ae Canadian Nationals cans oni ec alect a cwmentey ales 22 6,000, 000 
February. 1, 1981........5. Canadian, National... ver. acc aden ee oorin tes siveamieirins 4 300, 000, 000 
Perpetual nso accaceeisnisee Grand Trunk debenture stock............-sssseeee 5 51,190 
Perpetual: ... 2s.0cesssee Grand Trunk debenture stock........-.....s.0eee00 4 5,054 
987,907,109 


a 
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TABLE 51 


OTHER OUTSTANDING GUARANTEES AND CONTINGENT 
LIABILITIES 
At March 31, 1959 


Deposits maintained by the chartered banks in the 
Bankjol Canad den c.ccyuis a ceeionen i em 


Loans maintained by approved lending institutions 
under National Housing Acts prior to 1954 Act... 


Loans made by lenders under Part IV of the National 
Housing Act, 1954, for home extensions and 
IM PLOVEMERUS ois a.cu4ead-ta.ccleres aa Ree eee 


Insured loans made by approved lenders under the 
National Elousmg Ach, 1954-55. =e ee re 


Guarantees to owners of returns from moderate rental 
NOUSINE Projeets acts sant nee et ae ar eee 


Guarantees under the Export Credits Insurance Act 
Bart dys sti. 0s Oe ceccee ae eee eee eee eee 


Guarantees under the Exports Credits Insurance Act 
Paee Ls, ces ates ants Ota oem eee enact le 


Loans made by chartered banks under the Farm 
Improvement [Deans Act... oie sober ea eee 


Loans made by chartered banks under The Veterans’ 
Business and Professional Loans Act............. 


Loans made by chartered banks under the Prairie Grain 
Producers’ Interim Financing Act, 1956.......... 


Loans made by chartered banks and credit unions under 
the Fisheries Improvement Loans Act........... 
Loans made by chartered banks to Canadian Wheat 
POAT ne \e.cia cadena ig cal WRU tee OT ey s cn dae 


Loans made by chartered banks under the Prairie Grain 
Vance Pay IMNent A Cts nk a. ce atende elke alte enna 


Amount 
outstanding 
(estimated) 
$ 
629 ,024 ,600 


Indeterminate 


4,980 ,094 
2,054 ,319 , 234 
Indeterminate 
42 ,000 ,000 
2,550 ,000 
33,600 ,000 
500 ,000 

100 ,000 


84 ,000 


107 ,000 ,000 


17,300,000 


7. SUPPLEMENTARY DETAILED TABLES 
REVENUES 
EXPENDITURES 
ANNUAL CHANGES IN LOANS AND INVESTMENTS 


UNMATURED DEBT 
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STATEMENT OF REVENUES FOR LAST FIVE FISCAL YEARS 


(in millions of dollars) 


: Estimated 
— 1954-55 1955-56 | 1956-57 | 1957-58 1958-59 
$ $ $ $ $ 
Tax RaevENuUES— 
Income tax— 

Persons es ee skiers cea caver sia ee stele ewer sare 1,183.4 | 1,185.6] 1,400.5] 1,499.8 ee yAsG 
Corporation® WO ss4. Seen c ne asnenes eee 1,020.6 |- 1,027.7 1,268.3 1,234.8 1,029.0 

On dividends, interest, etc. going abroad... 61.3 66.2 76.4 64.3 60.0 
2,265.8 2,279.5 2,745.2 2,798.9 2,460.0 


Excise taxes— 


Sales tard) 2) sake sas aerate entre aromas cin (cee ares cers Pq 641.5 Wife 703.2 694.0 

Other excise taxes— 
PWvgnancayey op kc mayne ait Gurmsomr Ore COCon tae: Taek 76.2 79.7 (Pxe 60.4 
Beveracesu(sottid minke) cee ecreceiae tes 8a2 Salt 9.0 O:165)| eereyo Aten 
Candy and chewing CANN 0 tI anges ricra en aarenO Are 9.9 9.2 9.8 Ryan ee eee ce 
Cigarettes, cigars and tobacco............. 114.5 126.9 132.3 142.4 150.0 
Electrical appliances fees Bayes ar ep N a ee QA al crassa seo eell seater saat eal iste aseetorerete)| oetaneter a ceeners 
UTS asian) ssc See eens OAR ccd Mecca ene ee tercitye Rata Gl tte cube etesarel el suse te eetemee tases 
Jewellery, watches, ornaments, etc........ 4.8 5.0 6.1 Seo 5.6 
Matchestanduliahterseacetan aerericecmee teres 0.9 0.9 0.8 0.9 0.9 
Television sets, radios, tubes and phono- 

CAREN OL OTe, stp oR OE NE MO TA GOR a OAS bic DARD 22.8 19.0 16.9 ico 
Wires andehuloesccaccu oe oie errs 8.6 OS Ge RAS 2PM says saree, aratete || Srorete aia ee 
Moilet preparations wressises ce ecie ealeresveueders i574 5.6 6.1 6.3 6.7 
rinks» bags, IMeeagre, Clas. sawtelm ete ee SACs aries cychcn cael ho tecuoue teseaee eal tecoreceaneretotetel rue eneneneteeeemerare 
Wines Sein Note pees sey aon rn ae eine ne 2.4 2a5 2.6 Dail. Bod! 
SUNG LyPCOMMNO CICS ee eke ee cere ne P53) Dal | Dee 1.4 iAP. 
Licences, interest and miscellaneous....... 0.4 0.4 0.5 0.6 O25: 
UGESS TONING A Ue cement hee Chee eta —0.8 —0.4 —1.1 —0.7 —3.5 

252.0 260.7 267.1 249.4 242.4 
Customssdubiesivers- vs sary ae torrie tacit terior 397.2 481.2 549.1 498.1 486.0 
Excise duties— 
SpiLics; amaibian a beetneeece eat eines tee 130.1 141.9 153.4 171.9 180.8 
Cigarettes, cigars and tobacco............... 100.8 110.4 Pall 131.7 141.0 
TIESSTCLUINGS 9, sec icine oe ee ore Wee —4.4 —2.9 —3.1 —3.5 —4.2 
226 .6 249.4 271.4 800.1 317.6 
Succession: Cuties eancm crews et eto oemeae 44.8 66.6 79.7 TAB 73.0 
Lax Ondnsurance) prenmumissyrrtcsacvetets steer ale sele 14.5 15.5 TGS0 iiisee ares arora [eterna sapere 
Miscellaneous tax revenue.......c0.0cc0ceecess 1.0 ise 1.6 1.5 a 
MLOCalCAxereVeCNUCS Aya cnaerso en caren reat Sono, 3,995.7 4,647.9 4,622.8 4,274.2 
Non-Tax Revenurs— 
Post office—net postal revenue................. ISLS 137.4 145.8 152.9 156.0 
IVECUEDLONINVEStIMEeNUSaseeeniireice cei eee rien 134.0 149.3 206.6 169.4 224.6 
Others. pans. toes sous seed cael cee oom tien 84.7 117.6 106.2 103.7 116.0 
Total non-tax revenues.........2...0..: 350.0 404.3 458.6 426.0 496.6 
BORAT MUM V-NIUBS cseaiarie elections cemiee ceae 4,123.5 4,400.0 5,106.5 5,048.8 4,770.8 
(@) Excluding tax credited to the old age security fund— 
Estimated 
1954-55 1955-56 1956-57 1957-58 1958-59 

2% personal income tax...... see. 0snee 100.9 102.5 125.0 135.0 148.0 

2% corporation income tax............. 46.0 done 67.3 60.7 55.0 

DO BaleSst axa: ys Areca tere eines 143.1 160.4 179.3 175.8 173.0 


®) Net after deduction of refunds and drawbacks as well as transfers to the old age security fund. 
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STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS 


(in millions of dollars) 
a ee ee eee 


Estimated 
— 1954-55 | 1955-56 | 1956-57 | 1957-58 1958-59 
3 $ $ $ $ 
AGRICULTURE— 
Administration and general................... 1.5 1.0 1.3 1.3 1.5 
Agricultural commodities stabilization ac- 
count—net operating loss.......:060sccce0s% 3.1 5.8 5.0 6.0 15.0 
Experimental Paris Horeioe ss oe soe ce 9.6 10.6 11.9 13.8 15.5 
Freight assistance on western feed grains...... 19.0 16.0 1726 17-5 20.0 
Mar koting ser 9i0e>, 25, See ex cd PH cance aes 10.3 7:8 6.6 7.3 8.0 
Paymonts tq westerns gram prodnoeriis «i321. ) 1-45 05a een $409 12 gos [ee es eee 41.3 
Prairie farm emergency fund—deficit..........].......... roe: Sl PE ary 5.9 15.0 
Premium on hog carcasses suitable for export 
to United Bansrlom:.Yoe oo. ee ee 5.1 5.9 Bee ‘awis 6.8 
Production s6rviee.. hae ea ee kd 12.1 12.2 13.2 14.3 12.0 
Rehabilitation and reclamation projects...... 126 11.9 13.6 12.5 14.7 
Solence sativites sce oe ee i ee co. 8.5 8.6 9.8 10.6 Ly 
81.8 88.2 84.6 94.7 166.6 
ATOMIC TGRNBGY soo coke ea eee hae ee ec kien 15.0 19.0 21.9 21.6 2634 
AvupiItoR GENERAL'S OFFICH..................0-- 0:7 0.7 0.7 0.8 0.8 
Bosni oF DagetossreCovnnods 5.4 koe ele osc oesee lle cone Bae wade eae en tel eecloee ene) 0.1 
CANADIAN BROADCASTING CoRPORATION— 


Grant towards the anticipated operating deficit 
and capital expenditures of the radio broad- 


casting and television services............... 6.3 6.3 18.3 24.4 50.4 
international service. fo... 52.2 66 ones ce ee 2.1 1.8 ey) 1.8 1.9 
Payment from the consolidated revenue fund 

of amounts equal to taxes collected under 

the Excise Tax Act in respect of radio and 

television sets and equipment............... 20.8 234 19.3 16.8 9.8 

29.2 $1.2 89.8 48.0 62.1 
OFrFICce oF THE CHIEF ELECTORAL OFFICER......... 0.3 0.4 0.2 13.6 shoe 
CITIZENSHIP AND IMMIGRATION— 
Administration and general................... 18 1.5 1.8 1.9 2.1 
Immigration prencin. oo .'de cece ces ns ookieed 8.3 8.0 18.6 22.1 15.5 
Indian Hitsite GRANCh. 7s oe eee es aah dad 18.0 215 28.0, 27.8 36.4 
27.6 31.0 44.1 61.8 54.0 
Crvm SERVICE COMMISSION..........00ceeceee005 2.3 2.4 Pag 3i2 3.5 
Derence Propuction— 
Administration and general..................- 9.2 9.6 10.5 10.2 12.3 
Capital assistance to defence industry......... 9.7 6.5 10.0 4.8 a | 
18.9 16.1 20.5 15.0 14.4 
TeRTER WAL ADORE ice ode 2 rk takai ba Ped 13.0 14.4 15.8 17.0 
Assistance to other countries and international 

ODRRD eR CIDIN ee oe ees Ge a kas 6 So 29.0 28.8 40.0 40.1 54.6 
Membership in commonwealth and interna- 

onal OPenn ieee 5 css pear ds ete cee 3.1 3.1 5.8 4. 4.5 

48.8 44.9 60.2 60.2 76.1 
FINANCcE— 
Administration and general................... 6.2 6.7 8.0 7.6 10.5 
Office of the Comptroller of the Treasury...... 14.9 14.9 16.0 17.5 18.0 
Commodity Prices Stabilization Corporation 

Tbeatted 5. Fs be ae saa rose ews cae evens ase Boa tania oa tee te ca ay alot aca Mio erecar ite eeerere Pui <n eaten ae 
Grostes to Cansee Ces cee ae coc ceee inane esate a ere ce bataeae eo TRO cave nvsass 
Grants to municipalities in lieu of taxes on 

federal DrOpOrEsy é 6 ib Sis 3 Se onde saoxseniob ans 3.1 7.0 9.5 17.5 22.1 
Grants to universitia€. 2.25..0056086becrescudss 5.4 5.5 16.0 16.6 25.6 
Government contributions with respect to the 

superannuation account— 
Gondal 2d xviii susie tudes ta eats wa bees 37.4 31.5 31.6 33.8 87.6 
Becta . .osisains vpedetdleduha sss bp beh re ari les havin ced phehenee ss 40.8 GELS Wrisisth hens 


Implementation of guarantees (Ming Sung 
Tuclustrial (Oo. Ed.) elves swans ivie svadeies et a ee I OFT ot eee e A oe ae 
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STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS—Continued 


(in millions of dollars) 


Estimated 
= 1954-55 | 1955-56 | 1956-57 | 1957-58 1958-59 


Finance—concluded _ 
Payments to provinces— 


SUDSIGIES MEM, crasc aiteedecaes oceitarernaree erane 20.4 20.3 20.6 20.6 20.6 
Tax-rental agreements, 1952 act............. 327.4 319.6 365.99 )|s acsaqcuters oe | certarereete cees 
Max-sharingsarrange ments, LOOGAChaacs eerie telereo es eretriell ereeiceiere cell oie ie craieteiore 353.3 423.2 
Transfer of certain public utility tax receipts 
under tax-rental agreements............... 1(88: 7.9 6.6 7.4 8.7 
Transitional grant to Newfoundland......... 3.9 OL PA 1.4 Lay 
AG ditional erants tomNe wound and ma ecrererece leeceve a cretennel| (er creickerierstonell oreveatee ater ere | caer neta arate ae 13.6 
Premium, discount and exchange.............. Sonal Peneerartet c 7 134. lasasieccote alcocetemea ee + 
Provision for reserve for losses on realization of 
TSSCUS PR tkes oo ce te tua ees ©. Rew eye at sieves Oe vere etar coronene lave ereie nena: 50:.0' | swore oraree-des eos |leeeee ee aeeerorer 

Public debt charges— 

Interest oni publicidebtr... sence ets ce crete 477.9 492.6 520.2 539.2 604.4 
Cost of issuing new loans and annual amorti- 

zation of bond discounts and commissions. 23.6 pales 13.4 Nie i 39.3 
Servicing of publicidebtiwe-;e sees coma: 0.8 0.6 0.5 0.5 0.7 

Reduction in actuarial deficiency in the super- 

EA OLOE: KNOY ORK KOLO AAR Slat Stn Ser cc amon ooo cp bou |boaor dubGalletee oot ae BOLO ele crshey sue geet | eeaare ie cree 

Reliehresblunscance Hazel. jaacceseia assets 0.3 Oe Ot rere cet adie ir dint ci ES moeop o ote 

934.0 CSTE Sale LoO las || mele Sie 1,225.4 
PUSH RIES: ee .e ceeshon ictal cops sve oat yora deretelomiyes shereye ese PS? 12.4 13.8 16.4 18.4 
GOVERNOR GENERAL AND LIEUTENANT- 

GOVERNORS). es oe coach GR ai see 0.4 0.4 0.4 0.4 0.4 
INSURANCE ¢ foe ic, Fase Paden aa cree rinecre ars eee 0.5 0.5 0.5 ee 1.2 
JUTE LIGW PA Prt Ame oc trate nent ee as eo se siemens aes 5.9 6.6 a0 7.2 idl 

Office of the Commissioner of Penitentiaries. . 10.5 10.7 12.0 Cay s 16.6 

16.4 Lae 19.0 19.9 24.8 

TAB OUR CEI Gc fire. tack vee cee renin atari ena OE 9.4 9.0 9.5 10.2 19.6 
Government annuities—amount required to 

AN AINGAIMINESEL VE! oer aererseiael aareeuaiters eaceraees ee Ea irae ret yl eee eons ok Led 1.0 

Unemployment Insurance Act, 1940— 

Administration and general...............-- 28.3 26.6 29.0 32.5 35.8 
Government contributions. ..sceee ae: see 31.7 33.9 37.4 37.8 37.5 
69.8 69.5 75.9 81.7 93.9 

LEGcISLATION— 

House.ol¢@ommonsuctc aca acer seseree 5.0 Da 5.4 5.0 5.6 

Librany-oflleariiamventaatasadaesheee ocr eer 0.3 0.3 0.3 0.3 0.4 

Sen atemsc te. coe ere eee rs oo cece eve ce neuen eromtctn 1.4 1.4 leo feo Vad 

Ga 6.8 Tne 6.8 tfadh 
MINES AND TECHNICAL SURVEYS.......-+--+000+ 16.4 IAG Tad 18.7 23.0 
Dominion(Goah Boarde ee sees eee eee 11.8 11.3 9.7 8.8 Wit 
Emergency gold mining assistance............. 15.5 9.3 8.7 8.6 11.6 
48.7 88.2 85.9 86.1 45.7 

Nationa, Drrencr— 

Defence forces, Army, Navy and Air services.| 1,313.8 1,464.9 1,504.1 1,415.0 1,186.1 

Defence research and development............ 50.0 64.3 69.3 78.7 78.0 

Government contributions with respect to 

permanent services pension account......... 36.7 40.1 46.3 49.7 49.5 
Mutual aid to NATO countries.:.............. 260.0 175.0 133.6 118.5 97.0 
Pensions—payments under defence services 

DENSIONMACESEE -,cnvchetete Otte < cin aedaeen ts oinonmaees 5.2 One 526 5.8 6.0 
Otherteee se ocean ei ecre Serene: 0.3 0.4 0.5 0.8 1.4 

1,666.0 1,750.0 1,759.4 1,668.6 1,418.0 
INATIONAG_ EaGUM BOARD An acan oe cenieieereciinen eer 3.4 4.1 5.0 4.0 4.3 
NATION AT: GAMO Ye «cle ttaaeiers aisha tess sonar 0.4 1,3 0.4 0.6 0.7 
NatTIoNAL HEALTH AND WELFARE..............-- 28.6 29.1 3335 38.4 42.0 

Contributions under the Hospital Insurance and 

Disenostic ServiceseA tea scene cae ce eee laoreet ee cteea sicrara rare ite ell cecvaeie eae cheval | Gee eee 57.8 
Hamily allowanCesases: aster etre aereraaie e eiaere 366.5 382.5 397.5 437.9 474.9 


General healthierants.., «<c..«catoss esas ee rien 31.6 33.5 36.3 34.6 46.0 
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STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS—Concluded 


(in millions of dollars) 


Estimated 
— 1954-55 | 1955-56 | 1956-57 | 1957-58 1958-59 
r. $ $ $ $ $ 
Natrionat Heart AND WELFARE—concluded 
Old age assistance, blind persons and disabled 
persons fllowanhes!. S58 Sa.4 bee es cee 24.2 29.5 80.5 39.7 50.4 
Old age security fund—deficit................. 45.8 6328 56.0 103.9 184.0 
Unemployment assiatance <5) Bieccienc doo nok cas oan 7.9 8.2 22.3 
496.7 587.9 561.7 662.7 877.4 
NaTIONAL RESEARCH COUNCIL.......000.e0cee-0: Sat 16.1 19.0 2iVG 2550 
Niwtionwtan RSVENTR on oR ees he ere 55.0 56.1 61.8 67.7 69.5 
NorTHERN AFFAIRS AND NATIONAL RESOURCES. . 20.2 2: yf 37.0 49.1 75.0 
Post Owvioms, 22s ood cask es ete 123.6 127.4 140.0 15353 157.9 
Privy Councm including Prime Minister’s Office 3.8 3.9 3.9 3.9 6.0 
Pusitic ARCHIVES AND NATIONAL LIBRARY....... 0.4 0.5 0.6 0.7 0.8 
Pusiic PRINTING AND STATIONERY...........006- 2.1 2.2 362 3.0 3.6 
Pousuio WORKS .ii05 ose cee a ee ee pene Nem anes BABYS 126.0 140.5 156.6 161.9 
Trans-Canada highway contributions......... 18.1 16.1 24.8 49.4 50.0 
180.8 142.1 165.3 206.0 211.9 
OYAL CANADIAN MounrteD Poricn.............. 35.5 36.6 43.4 47.4 52.8 
Ssconerany Gr Seavey soi ue eae eee ied: QT 3.0 3.5 4.0 4.5 
TRADE AND COMMBROS(.5 poe esas ee cndoeas 17.5 17.6 23.6 23.6 26.5 
Assistance re storage costs On grain............Jecceeeeees 18.9 31.8 aoe 88.4 
17.6 86.6 56.4 6.9 64.9 
TRANSPORT— 
Administration and general................... 3.6 ood es 3.0 4.1 
Air services: fs 2c el tahoe eee See oa eee 44.7 Died 70.5 90.3 126.8 
Canadian Maritime Commission.............. 4.2 4.3 5.0 wen 6.0 
Canal services, ACV ae ee eae 7.8 8.3 8.2 8.6 9.3 
Marine serviced. .7 scacee een coe ree oot anes 21.3 20.6 26.9 32.8 Ole 
Non-active assets— 
National Harbours Board................0-. 3.9 3.0 4.1 4.8 4.5 
Railway and steamship services............... 26.7 15.3 15.2 12.7 9.0 
Deficits— 
Canadian National Railways.............. eB > batctereterc atest eee eee 22-1 51.6 
Canadian National (West "Indies) Steam- 
ships Limited 1.37400) eee ee 0.6 Os ROR ee: 0.6 1.0 
North Sydney—Port-aux-Basques ferry and 
terminals... 2:04 Bren. chs eee coe De 2.4 5.4 6.0 5.8 
Prince Edward Island car ferry and ter- 
MING, 39 + 5 05 eis oa eS oe ee 1.5 1.6 1.8 2.0 ee) 
Yarmouth—Bar HAPoar fares otc vies vv av ere naheeses 0.3 0.3 0.2 
Maritime freight rates act...........ccc0000% 10.5 11.0 12.5 12.6 13.5 
Railway grade crossing fund................ 3.4 5.0 5.0 5.0 15.0 
159.2 182.0 168.2 206.7 800.0 
VETERANS AFFAIRS— 
Administration and general................... 5.0 4.9 5.4 6.2 6.4 
Hospital accommodation, additions, alterations 
and improvements). <ssacukoeosecsee cera 3.9 3.5 4.6 3.3 3.4 
POQNSIOND: 2s sv ss 00 cx ce euesnens cde aes 128.8 130.7 130.3 145.6 161.1 
Soldier settlement and veterans land acts...... 5.4 5.4 5.4 5.6 5.8 
Provision for reserve for conditional benefits. 8.9 8.8 6.8 5.2 4.3 
Treatment and welfare services............... 47.9 47.6 50.8 56.4 57.3 
Veterans allowances, treatment allowances and 
other benafits..ccs<civaeslueaeas nae ee 34.2 44.0 45.8 53.1 60.7 
War service gratuities and re-establishment 
OTOOItS . . > eu dae asuue ees tins Lees ee 6.0 3.6 2.4 1.8 2.0 
240.1 248.58 261.6 277.2 290.8 
T oral ICXPRENDIPUBSS. <i 400 caccensueuc« 4,275.4 4,433.1 4,849.0 5,087.4 5, 387.4 
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ANNUAL CHANGES IN LOANS AND INVESTMENTS FOR THE LAST 
FIVE FISCAL YEARS 


(in millions of dollars) 


Estimated 
a - 1954-55 1955-56 1956-57 | 1957-58 1958-59 
$ $ $ $ $ 
Loans to, and investments in, Crown corpora- 

tions— 

Atomic Energy of Canada Limited............ 16.0 Iles 9.1 3.2 3.0 
Canadian Broadcasting Corporation........... 3.0 8.4 —0.1 —0.3 —27.0 
Canadian Commercial Corporation........24.0|.......-<. —4.0 =D ii pss cocstape ll recearee eee 
Canadian Rarm Moan Board. ..0s sce 4.4 4.7 9.3 14.3 22.4 
Canadian National Railways................. —93.4 170.7 124 —10.7 207.3 
Canadian National (West Indies) Steamships 

1Grhcatyrse hes ee nee feo Os pete bop oles Ueeho aS Gb Se 3383 —0.2 —0.3 —0.2 —2.9 
Canadian Overseas Telecommunication Corpo- 

PALOLOM. SA Osh ees, meee tte wanes, See ce doterer eterna eee 0.3 4.0 4.3 0.3 1.5 
Central Mortgage and Housing Corporation... 43.7 —10.4 —4.1 107.5 335.9 
National Capital, Commission. sete coe cts Hence eietete pee | rade ote cel alceed aeteneseers 2.1 5.0 
National: arb ours sbOand sun senrneieincirs hectee 1.0 —0.1 ie iG 20.8 
Northern Canada Power Commission......... —0.4 —0.4 Or 6.7 19.7 
Northern Ontario Pipe Line Crown Corporation|..........].......... 0.3 70.5 42.0 
Polymer Corporation limited esac eli sae cave Mee al eR rat el entices ot Al tases cle crea Oly 
The St. Lawrence Seaway Authority.......... 1.3 20.2 56.0 (199.2 107.1 
Others nae rere « Amen Se clo te eter oe 0.4 0.4 —0.1 0.1 —0.1 

—24.1 205.0 252.0 803.8 734.7 
Loans to national governments— 
United Kingdom— 

The War Appropriation (U.K. Financing) 

PACU LOAD Be <cck he ORM rene acorn re aria Rares —30.0 —30.0 —30.0 —30.0 —22.5 

The United Kingdom Financial Agreement 

AIC URLOAG acer a oars eer ee een eee eevee —14.8 —15,2 —15.5 (2)44,.2 —16.1 
Export Credits Insurance Act... J...2.......¢05 —23.6 —22.4 —21.9 —19.9 —18.0 
Special loans to Colombo Plan countries to 

finance the purchase of wheat and flour from 

LOL HITE6 C1 G7 Sea es ea an Tene, Se Ronee at SHR ean ed aired | Mes em Seat TE Ae etki a 16.2 18.8 
LOLA a ONCE os St, wean hh BACON (Aad IRR Re oe —2.9 —3.4 —3.8 —1.1 —0.9 

—71.8 —71.0 —71.2 9.4 —88.7 
Other loans and investments— 
Subscriptions to capital of, working capital ad- 

vances and loans to, international organi- 

zations— 

Canada’s subscription to capital of— 

International monetary fund.............. —29.1 Guo —8.8 5.0 —3.0 

International finance conporationer secbiaae| sec enee|iee ie eneers Diu RA Rae raya llahisifhast eens 

Working capital advances and loans to inter- 

NATIONG! OFLAaniZabions.. 02.4 tees ess .ee de oor Ted te ee ee tor 0.8 —0.2 —0.1 
Loans to provincial governments.............. —3.4 —3.6 —3.4 (3)1.0 25.6 
Balances receivable under agreements of sale of 

CLOW ASSCUSS, >. aha ee eee ee eee —8.0 11.8 7.8 —4,4 —2.9 
Veterans land act advances................... 0.9 —0.6 —3.8 —3.2 —3.1 

DH GE Lot ae aetcu, ate. Meth ol oat ere nce ice 3.6 2.2 2.8 9.4 2.4 

—84.8 16.1 —1.1 le6 18.9 
Sinking fund and other investments held for 

retirement of unmatured debt............... 89.0 PLUM (Ra ene 0.9 —129.0 

Net total of changes in loans and investments. . —40.7 170.1 179.7 321.7 585.9 


Includes deferred interest. 
(2) Deferred interest. 


‘3) $4 million in overpayments to provinces arising out of 1952 tax-rental agreements offset in part by 
repayments of $3 million. 
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UNMATURED DEBT AND TREASURY BILLS AS AT MARCH 381, 1959 AND THE ANNUAL 
INTEREST THEREON 


Date 
of 
maturity 


1959, July 
July 
Oct. 


1960, 2 


i 


1968, June 
, May 
1970, May 
Nov. 
72, Sept. 
3 Nov. 
74, Sept. 
75, Sept. 
76, June 
1978, Jan. 
Jan. 

1979, Oct. 
1983, Sept. 
1998, Mar. : 
Perpetual....... 
Various. «cease 


— 


pa 
= 
0Q 
oo 
TT et eT tT et ee 


—_ 


() Estimated. 


Description 

Loaner 108 =. 5: rat omenns T.30 
EeiGy OF JOGR SE . o /coaae ee 22 
DOBn OF TBI woes ceweee ee T.19 
Loan ol 1057s. 20.0 T.20 
Canada savings bonds 1949.. S.4 
Loan OL 1958...) eee ee T.32 
Loan of 1958 and 1959........ fj ipeal 
Sixth victory loan........... L. 9 
Canada savings bonds 1950.. S. 5 
Loan of 1957 and 1959........ uf ea! 
ban of T9GR se eee oy ae 23 
Conversion loan of 1958...... T.26 
Seventh victory loan......... Bes 
Canada savings bonds 1951... 8. 6 
LOad OF PURO ae ee et as T 233 
Loan Gb Woansea cede sare tn 
Lait Ol Sian sa eee on orton weer ae 
Canada savings bonds 1952... S. 7 
Eighth victory loan.......... i ees 
Conversion loan of 1958...... Alper 
Canada savings bonds 1953... S. 8 
Ninth vietory loan. ....... <4; Pod 
Canada savings bonds 1954... S. 9 
Canada savings bonds 1955... 8.10 
Refunding loan of 1950....... Pao 
Canada savings bonds 1956... S.11 
Lipa GiviDoe er ose ce ete T.24 


Canada savings bonds 1957... S.12 
Conversion loan of 1958...... T.28 
Canada savings bonds 1958......... 
EAI) OF AO ae eee eT ore ee 
Loat 011950 cacciss bake eee 
LOR OF P0580 ote sl Bee We 
Loa of 105855. oc f ARs 
Pah WORE a on wee ee gs 
Loan: Of 10545. 2 meee en ee a 
Conversion loan of 1958...... T.29 
Conversion loan of 1956...... ARS ts 
Loan of 1936... 5 eee. 2.56 Ios 
Three-month treasury bills........ 


Annual 
interest 
charges 


ele 


woo 


Eo lod 


Nie 


ow 


[C20 | Co Ho I He] WC Da] | | S| i [CO 


Pheomloo ‘ 


various 


Canada 


$ 

300, 000, 000 
200, 000, 000 
300, 000, 000 
250, 000, 000 
(116,378, 000 
3800, 000, 000 
385, 000, 000 
46, 588, 650 
15,043, 000 
515, 000, 000 
400, 000, 000 
1,020, 514, 000 
53,473, 150 
59, 846, 000 
100, 000, 000 
49, 833, 091 
2)1, 978, 362 
72,534,000 
223, 020, 200 
1, 266, 723, 100 
(0284, 448, 000 
245, 202, 200 
(136, 768, 000 
(141, 448, 000 
350, 000, 000 
(264, 305, 000 
200, 000, 000 
981,353, 000 
1,366, 733, 800 
860, 000, 000 
100, 000, 000 
850, 000, 060 
300, 000, 000 
100, 000, 000 
150, 000, 000 
400, 000, 000 
2,151,548, 950 
250, 000, 000 
55, 000, 000 
1,595, 000, 000 


10,587,500 
1,397, 660 
413, 683 
15, 450, 000 
12,000, 000 
30, 615, 420 
1, 604, 195 
2,094, 610 
4,000, 000 
1,494, 993 
64, 297 
2,720,025 
6, 690, 606 
47,502,116 
10, 666, 800 
7,356, 066 


58, 086, 187 
30, 100, 000 
2,750, 000 
1,375, 000 
9,750, 000 
3,750, 000 
5, 625, 000 
13,000, 000 
96,819, 703 
9,375,000 
1, 650, 000 
68, 585, 000 


15, 557, 738, 503 


560, 785, 924 


Payable in Canada 
Payable in London 


ee 


Payable tiwNew.) Ory cose tele ee bak |e cies ck 


(2) Conversion rate $2.80= £1. 
(3) Conversion rate $1 Can. = $1. U.S. 


“ Calculated on basis of 4-30 per cent being rate of discount on bills sold March 26, 1959. 


15,355, 927, 050 
51, 811, 453 
150, 000, 000 


15, 557,738, 503 


555,101, 634 
1,559, 290 
4,125,000 


560, 785, 924 


“overnment 
Pp ublications 


as 


bane se! 


* 


al 
x 


